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Are You Making Conversions 
To Natural Gas? 


We can be of help to gas companies and organizations specializing in the conversion work 
of changing over gas-burning equipment from manufactured to natural gas. We will sup- 
ply the proper jets and controls to adapt the user's present Barber Burner to natural ga, 
or we will furnish Barber equipment to replace existing burners which cannot be adapted 
to natural gas. The famous Barber jets employ a combustion principle yielding extremely 
high efficiency. A wide variety of these jets is shown above, and a few typical burner units 
from our extensive line for all applications. 


It is always best to use genuine Barber Burners and parts on your conversion work. They 
are easy to install, and Barber's 35-year record of quality products is a strong assurance 
of satisfactory performance. Our engineering department is at your service to help work 
out special problems in burner design. 


Send for latest Catalog on Appliances and Conversion Burners and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, Ohig. Th 
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T is surprising how the avowed be- 

lievers in the enterprise system differ 
on the prospects for the socialistic repeal 
program recently announced by Prime 
Minister Churchill. It goes without say- 
ing that privately owned utilities, which 
are in the first trench opposing the ad- 
vance of Socialism in the United States, 
have more than an academic interest in 
the question of whether socialization of an 
industry can be turned back to an enter- 
prise status. 


One would think that Churchill’s an- 
nouncement that he was starting his 
Conservative government on the hard 
road back—even though with such a mod- 
est beginning as the repeal of steel in- 
dustry nationalization—would be wel- 
comed with enthusiasm in right-wing 
quarters. But instead of breaking into 
songs such as “The World Is Waiting 
for the Sunrise,” the skeptics of the right, 
as well as of the left, are saying that it 
can’t be done, They are saying that 
Churchill is trying to unscramble the eggs 
and that his program ought to be called 
by the nickname “Operation Humpty- 
Dumpty.” 


ADMITTEDLY, Churchill’s task is a for- 
midable one. He can rely, at best, on a 
razor-edged majority. That, in turn, un- 
dermines the confidence which private 
investors would have to have, before buy- 
ing back the steel plants. Buying into any 
British industry, under prevailing inter- 
national and domestic disturbances, 
would challenge the optimism of any- 
body with an extra pound in Britain. 
And there are not very many left with 
an extra pound in Britain these days. 


In short, the skeptics take the dark 
view that state Socialism is like quick- 
sand—easy to get into, but almost impos- 
sible to get out of without outside assist- 
ance. The best way to avoid Socialism, 
they say, is not to get into it at all. They 
point out that never, in recorded history, 
has state Socialism been reversed with 
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the approval of a democratic election. So- 
cialistic nations haye failed before. Quite 
often, in fact. But they generally had to 
collapse, or be taken over by some other 
form of government. They never worked 
out their economic salvation voluntarily. 


sk HERE are some hopeful factors which 
indicate that Churchill may be able 
to find the road back, which the skeptics 
do not think exists, First of all, the Labor 
government concentrated on overthrow- 
ing private enterprise in Britain’s iron 
and steel industry because that industry 
was the greatest single industrial embar- 
rassment to the doctrinaire Socialists. 


Tuus the British steel industry’s great 
sin in Labor’s eyes was that it was suc- 
cessful. It was doing its job very well 
under private ownership. Its labor rela- 
tions were good ; its equipment was mod- 
ern; its production was expanding. Its 
main problem was the uncertainty of coal 
supply. The blame for that had to be 
placed at the door of Britain’s bogged 
down socialized coal industry. 


Ox circumstance in Churchill’s favor 
is that the “scrambling” process has 
not yet proceeded very far in Britain’s 
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| When a redesigning of your 
financing program is in order f 
...here’s a suggestion y 


IRVING. ‘TRUST COMPANY 


P, a 















@ To help you with an up-to-date and © 
flexible approach to your financial 
program and the financial community 
... Irving Trust maintains a staff of 4 
experts specializing in service to the” 
public utilities. a 
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Our Public Utilities Department, 
sponsor of the Utility Round Tables, 
will be more than glad to contribute 
its broad experience toa review of 
your situation. 
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Please feel free _ 
any time. ri 
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ONE WALL STREET~ + NEW YORK 15,N.Y. 
/ Capital Funds over $118,000,000 
the Total Resources over $1,200,000,000 


Wituam’N. Enstrom, Chairman of the Board 
Ps / Ricuarp H. West, President 


Ps Public Utilities Department S 
Tom P. Warker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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8 PAGES WITH THE EDITORS (Continued) 


steel industry. The Labor government 
only took over control at the beginning 
of this year—after a bitter last-ditch 
struggle by the Tories in Parliament. 
Labor did not want to tear down ‘the 
efficient apparatus of operation and man- 
agement which private enterprise had suc- 
cessfully established. Thus, the old com- 
pany structures, including management, 
all still remain intact. This would seem to 
be Churchill’s opportunity. 


But even Churchill would admit that 
any repeal of British public utility social- 
ization would be a long way off, even if 
the steel program proves entirely success- 
ful, all of which points to the importance 
of combating the steady erosion of creep- 
ing Socialism in the United States— 
from the standpoint of believers in the 
enterprise system. 


THE first article in this issue deals with 
a peculiar paradox in the attitude of 
many people in this country towards So- 
cialism abroad, as compared with Social- 
ism at home. The article raises this ques- 
tion: How can we explain our present 
double-faced Federal policy of spending 
American billions abroad to fight Com- 
munism, while at the same time spending 
billions at home to support ever-broad- 
ening socialistic adventures at the ex- 
pense of the taxpayer? 


Atvin A. Burcer, author of this arti- 
cle, is the research director of the Council 
of State Chambers of Commerce since 
1947. He occupies a similar capacity with 
the New Jersey Chamber of Commerce. 
He is treasurer of the Governmental Re- 
search Association; a member of the 
board of directors of the Tax Institute, 
Inc., of New York; and a member of the 
Academy of Political Science, American 
Economic Association, American Society 
of Public Administration, American 
Academy of Political and Social Science, 
American Association for the Advance- 
ment of Science, and other national 
bodies. Mr. BurceEr is the author of nu- 
merous articles and reports on a wide 
range of subjects pertaining to local, 
state, and Federal finance, public edu 
cation, public pension problems, and leg- 
islation. 
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H. Frank (whose article entitled 

e “Hardest Working River in the 
Nation” begins on page 817) is an engi- 
neering graduate of Purdue University 
(712) and began his career with the New 
York Central Railroad, but switched into 
the electric field in 1918 as local manager 
of the Eastern Wisconsin Electric Com- 
pany at Fond du Lac. He has since risen 
to the post of vice president of the Wis- 
consin Power & Light Company, a suc- 
cessor organization. Mr. FRANK has been 
very active in industrial, professional, 
and civic associations at both state and 
national levels. He makes his home in 


Madison. 
aa 7” * * 


—— Harotp D. Koontz (whose 
article entitled “Airline Subsidies Can 
Be Eliminated” begins on page 805) is 
a native of Ohio and a graduate of Ober- 
lin College (AB, ’30), Northwestern 
(MBA, ’31), and Yale (PhD, ’35). His 
career has been mostly in the field of 
teaching, specializing in economics at 
Duke University, University of Toledo, 
and Colgate University. He is now pro- 
fessor of business and transportation at 
the University of California, Los Angeles. 


THE next number of this magazine 
will be out December 20th. 


Nar Ohl 





TTT uw 


One operator does the work of 
two. One keyboard operates both 
machines because the card punch- 
ing is synchronized with the 
accounting machine keyboard. 


‘money-saving jobs at q low cost... 
with Remington Rand Synchro-Matic 


Dne! Top efficiency and accuracy in handling 
our payables accounting: 
All voucher copies and purchase journal posted 
n one simple, high-speed operation with auto- 
atic proof for each entry 
* Vouchers posted and checks written as needed 
* Work always up to date, facilitating maximum 
discounts 


two! Fast, accurate summarized facts to help 
ou CONTROL your expenditures: 

* Electrically synchronized punch automatically 
prepares a detailed punched-card record of each 
Tansaction as Operator posts to vouchers 

* Cards thus produced can be tabulated for any 
distributions or analyses your business requires. 


If you already own or rent Remington Rand 
Punched-Card Machines, Synchro-Matic will help 
you get even greater output from them. Or, you 
may contract the tabulating end of the job to 
Remington Rand Business Services—for con- 
venient, and economical preparation of reports 
and statistics. 
Free — Interesting new folder 
(No. AB-548) describing Syn- 
chro-Matic savings on Accounts 
Payable. Ask also about Synchro- 
Matic for Billing, Sales Statistics, 
Account Distribution and Pay- 
roll. Phone our local office or 
write to Management Controls 
Reference Library, Room 1542, 
315 Fourth Ave., New York 10. 





Coming IN THE NEXT ISSUE 
x 


== 

NEEDED—A FINANCIAL RELATIONS PROGRAM 
The utility industries, confronted with the necessity of raising so much 
money, must by the same token meet the equally challenging task of get- 
ting their financial relations program in good shape as early as possible. Some 
financial observers think that the utility industries may be unwisely gambling 
on the continuation of a good common stock market long enough to do 
the major portion of the financing necessary for their gigantic construction 
programs. Theron W. Locke, veteran New York security analyst, brings 
to our readers a most timely and thought-provoking article on the need 
of utilities to do more missionary work among security buyers and financial 
analysts. After all, people do not have to buy utility securities. 


ACCOUNTING FOR TAX AMORTIZATION OF DEFENSE FACILITIES 
What effect will the accelerated tax amortization privileges, granted by 
the Federal government to some public utilities as an incentive to build 
plant facilities exclusively for national defense, have on long-range rate 
regulation? Rapid depreciation of utility plant for tax purposes is not 
a windfall. It simply means the concentration of a tax advantage within 
a short period which might otherwise be spread over a longer period. 
Recently, the Michigan Public Service Commission issued an order covering 
this problem for purposes of rate regulation. E. E. Roll, assistant to general 
accountant, The Detroit Edison Company, gives us a factual description 
of safe and sound accounting for tax amortization of defense facilities 
by utilities. 


TRANSIT'S UNFAIR FARE LAG 

The Wisconsin commission recently said, in fixing transit fares for the 
Milwaukee area, that a regulatory body has no power to compel people 
to use transit services if they do not want to do so. This is true, even though 
the cost of such service to the patron is well known to be below the cost of 
corresponding service by private automobile transportation. The transit 
industry's economic problem results, in part, from the lag between increased 
operating expenses and adequate fare structure. Philip B. Willauer, Phila- 
delphia attorney specializing in transit matters, explains how this works 
out and what can be done about it. 


INSTITUTIONAL HOLDINGS OF UTILITY SECURITIES 

For many years it has been generally supposed that institutional investors, 
such as colleges, foundations, etc., are heavily invested in public utility 
securities. To what practical extent is this really true? Owen Ely, financial 
editor of the PUBLIC UTILITIES FORTNIGHTLY, intrigued by this ques- 
tion, made it a special research project, conducting his own survey of rela- 
tive portfolio holdings by institutional investors. The result of his study 
will really be an eye opener to a good many people who may have had 
different impressions. 


* 


A lso . « « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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How big is a house? 


ie a child, a house may be play-house size. 
To aman, it may be a four-room bungalow. 


To a wealthy man, it may be a 30-room job. 


Houses come in different sizes. And so do 
your customers’ bills. 


A helpful analysis 


In planning rate and promotional program, 
it’s mighty helpful to know the number of 
customers’ bills in each kilowatt-hour rate 
block. 


Your customers’ bills can be analyzed at regu- 
lar intervals at Jow cost by the Recording and 
Statistical Corporation. With the use of a 
special Bill Frequency Analyzer, our trained 
personnel can analyze as many as 200,000 bills 
each day. And the cost for such analysis is 
far less than you’d expect. 


May we give you the complete facts about this 
accurate and economical method of compiling 
customer usage data? Write today and we’ll 
gladly send you a copy of “The One Step 
Method of Bill Analysis.” 


We sincerely think it will show you how to 
save time and money in the months ahead. 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


ques 


New York 13, N. Y. 
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CCaoukelle Cake 


“There never was in the world two opinions alike.” 


Epwin G. Nourse 
Former chairman, Council 
of Economic Advisers. 


E. E. Townes 
Houston attorney. 


BrEHON SOMERVELL 
Chairman and president, 
Koppers Company. 


Harry W. Morrison 
President, Morrison-Knud- 
sen Company, Inc. 


M. S. RUKEYSER 
Columnist. 


Epitor1AL STATEMENT 
The Philadelphia Inquirer. 


AustTIN S. IGLEHEART 
President, General Foods 
Corporation. 


WaALTER F. GEorGE 


U. S. Senator from Georgia. 


BEARDSLEY RUML 
Chairman of the board, 
R. H. Macy & Co. 
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“The control program has become a costly and burden- 
some hoax.” 


. 


“If we don’t wake up in the next five years, we'll need 
a second Declaration of Independence and a revolution.” 


* 


“A good many Americans have adopted, consciously 
or unconsciously, some of the modes and elements of 
typical Russian political thinking.” 


* 


“If all this agitation for public power would subside 
and let the people who can do it and want to do it go 
ahead, the country would be much better off.” 


* 


“In these days of all-powerful and sprawling bureauc- 
racy, it is essential to keep open the avenues of criticism 
for the citizens and their representatives in Congress.” 


* 


“It is easy to vote a nation into Socialism. It takes 
more than votes to get a nation clear of it. That’s why 
America must beware of piecemeal Socialism. The way 
out of Socialism is never to get in.” 


* 


“Many Americans have either lost their sense of up- 
rightness or have willfully been doing what they know 
to be wrong—the more so, since the rest of us have in- 
clined to let them get away with it.” 


* 


“I see no reason on earth why we cannot face the 
facts of life and cut spending back by a substantial sum, 
both for foreign aid and domestic purposes, and have 
out of this vast revenue something to apply on the pub- 
lic debt.” 

id 


“A corporation is nothing but a way of doing busi- 
ness. . . . Taxes on corporation income must be paid 
by one or more of the people who are parties at interest, 
either as customer, as employee, or as stockholder. A 
corporation is an abstract idea and a concrete form. A 
corporation as such can pay no taxes.” 


12 
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You’re Looking at the Promise 
ay ; 


of an even Better Life! 


lump of coal? . . . Yes, a lump of coal! 


For no one can foretell the great things still 
o come from this basic and abundant resource. 


Already, almost 70% of all the fuels used by 
America’s electric utilities is coal—and each ton 
f steel needs a ton of coal in its making. Coal 
upplies 45% of the heat for our homes, factories 
nd public buildings. And coal is the “miracle” 
mgredient in thousands of useful new products 
perfume and plastics, synthetic rubber and 
ulfa drugs. 


Coal is fertilizer for our farms, cement for our 

uildings. Coal provides steam and electric en- 

tgy which spin the machines in our factories. 
Today coal supplies power to make the good 
things that make up our good life. In the 
future, coal will make more products avail- 
able to more people at the lowest possible 
prices. 

How fortunate there’s coal enough to power 

merica’s progress for hundreds of years! For 


oal accounts for 92% of America’s entire fuel 
eserves. 


How fortunate that America’s privately-managed 
coal mines are the world’s most efficient! 
Equipped with the latest modern machinery, the 
American miner’s output is 4.to 24 times that 
of any miner in Europe or Asia. 


If you are responsible for choosing a fuel— 
to power a factory—to heat your home or other 
building ... consider these important advantages 
of bituminous coal. 


DOWN-TO-EARTH FACTS ABOUT COAL! 
Lowest-priced fuel almost everywhere! 
Modern automatic equipment cuts labor costs. 
Easiest and safest to store of all fuels! 
America’s vast reserves make coal’s supply 
always dependable! 

Dependable supply assures price stability! 

A progressive industry strives constantly to 
deliver an ever better product at the lowest 
possible price! 


BITUMINOUS COAL INSTITUTE 
A Department of National Coal Association, 
Washington, D. C. 


FOR EcoNoMY gy AND DEPENDABILITY 


YOU CAN COUNT ON COAL! 











REMARKABLE REMARKS—( Continued) 


EpiTorrtAL STATEMENT 
The Nation. 


Joun L. CoLtyer 
President, B. F. Goodrich 
Company. 


2 


Excerpt from “Business Survey, 
published by Guaranty Trust 
Company. 


H. E. Humpnureys, Jr. 
President and chairman of 
the board, United States Rubber 
Company. 


DEANE W. MALotr 
President, Cornell University. 


Irvinc S. OLps 
Chairman of the board, 
United States Steel Company. 


EpirorrAL STATEMENT 
The Wall Street Journal. 
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“|. . important interest groups clearly favor inflation 
as a means of forcing unorganized elements in the popu- 
lation to assume as large a portion of the staggering cost 
of rearmament as they can be made to carry.” 


* 


“Business, in order to attract needed risk capital, must 
on the average earn the price of capital after taxes. This 
means that the prices of goods and services must be 
kept high enough, regardless of business income tax 
rates, to make it possible for business generally to pay 
capital its price after taxes.” 


* 


“The inflationary tendencies and nationalistic economic 
policies so prevalent abroad today are, of course, not 
made in America. Yet we in America have not recognized 
that, in failing to achieve basic stability ourselves, we 
have failed to furnish the type of leadership most needed 
for the attainment of international stability.” 


* 


“Once a person understands what makes a corpora- 
tion tick, he will realize that his personal interest, busi- 
ness interest, and public interest are all wrapped up 
together. He will support our business system in what- 
ever roles he finds himself, whether it be as an em- 
ployee, as an investor, as a customer, or as a voting citi- 
zen.” 


* 


“Storm signals are flying in the very financial struc- 
ture of this nation and the future of the world is literally 
on your doorstep. [No banker] would allow any customer 
to get into the position of our Federal government, liv- 
ing extravagantly and wastefully beyond its means, fos- 
tering inflation, borrowing increasingly, and wastefully 
consuming the nation’s raw material resources.” 


¥ 


*.. . freedom of education and freedom of enterprise 
are part and parcel of the same thing... they are in- 
separable . . . neither can survive without the other. That 
is why no true believer in free enterprise will ever let 
our independent universities die for want of his support; 
and why no honest devotee of academic freedom will 
ever seek to destroy our faith in the American system 
of incentive and free enterprise.” 


> 


“Once you begin compromising with Socialism—whether 
it is called by that name or not—you cannot stop. You 
have to keep going until you reach the final destination. 
That is a lesson not only for me-tooers, but also for 
those who, doubtless quite sincerely, think the United 
States can stop at a ‘fair deal’ or some other halfway 
house and go no further. In Britain, the halfway house 
is collapsing, and even its designers know it.” 


‘ 
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This horn of plenty 
has two ends 


a 
it 





y” 


From one end flow the marvels 

of applied science that help to make 
our American way of life so 

envied elsewhere—the “luxurious 
necessities” which public utilities 
services make it possible to 

enjoy. At the opposite end, another 
stream flows in—the millions of 
dollars continually needed to 
develop, strengthen, and expand 
these services. That’s the end where 
Guaranty Trust Company can help. 


This bank has had long experi- 

ence in public utilities financing. 

Our Public Utilities Division 

can furnish expert guidance on all 

financial aspects of this great 

and growing service field. In addi- 

tion, Guaranty Trust Company acts 

as registrar and transfer agent 

for public utilities securities, as 
Guar anty Tr ust wane of bond issues and pension 


trusts, and in other important related 


Company capacities. Our officers will be 
glad to discuss such matters with 
of New York yunss egies, 


Capital Funds $378,000,000 
140 Broadway Madison Ave. at 60th St. Fifth Ave. at 44th St. Rockefeller Plaza at 50th St. 
New York 15 New York 21 New York 36 New York 20 
London Paris Brussels 


Member Federal Deposit Insurance Corporation 
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COMMONWEALTH’S SERVICES INCLUDE THOSE 


LOW IN INVESTMENT 


A recent independent survey on Steam-Electric Construction Cost 
and Annual Production Expenses of 200 plants shows that those 
designed by Commonwealth Associates, engineering subsidiary of 
Commonwealth Services, held a very favorable position for efficiency 
and economy. 

Among those selected as representing the “highest in efficiency of 
operation” while at the same time being in the group representing 
“lowest plant investment,” eight among the leaders were of Com- 
monwealth design. 

In an over-all comparison, Commonwealth engineered plants were 
10% lower than average in investment and 23% lower in production 

, expenses. ; 


Let us show you how Commonwealth design may increase your plant efficiency while holding 
investment to a minimum. Write for our booklet describing the services of Commonwealth Asso- 
clates. Address: Commonwealth Services Inc., Department E6, 20 Pine Street, New York 5, N.Y. 


INVESTIGATIONS * REPORTS * FINANCING © ACCOUNTING © SYSTEMS © TAXES © INSURANCE 


PENSIONS * RATES © DEPRECIATION © VALUATIONS © DESIGN AND CONSULTING ENGINEERING 
METERING © PURCHASING © INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 


lal 
Common WEALT: > 5s MMONWEALTH 
AC eRVICES * INC: ssOciATEo""'™ 


S 


20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 


7 HAYES STREET JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, D.C. 
DIAL 8121 STERLING 3363 


ABILITY*s EXPERIENCE + RESOURCEFULNESS + RESULTS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


ENG NEERIN 





Public Utilities Fortnightly 





Whether you’re putting up poles, lugging 
cable, or hauling men and equipment... 
you'll find Dodge trucks keep gas, oil and 
maintenance costs at low, low level the year 
"round! 


Take the Dodge Power-Wagon, for example. 
Its rugged, 94-H.P. engine gives you plenty 
of get-up-and-go for your toughest trips— 
yet squeezes a whale of a lot of mileage from 
every gallon of gas. 


In a Dodge truck you'll breeze through 
traffic with the greatest of ease . . . relax in the 
extra comfort of a roomy cab with plenty of 
visibility. Above all, you’ll get more depend- 
able, year-in, year-out service! 


Why not get the lowdown firsthand from your 
nearby Dodge dealer? 














How a Dodge truck is “JOB-RATED” 
for the Utility Business 


A Dodge “Job-Rated” truck is engi- 
neered at the factory to provide the 
best in low-cost transportation .. . 
last longer . . . save you money. 
Every unit from engine to rear axle 
is “Job-Rated”— factory - engineered 
to haul a specific load. 

Every load-CARRYING unit— frame, 
axles, springs, wheels, tires and 
others—is engineered to provide the 
strength and capacity needed to sup- 
port the load. 

Every load-MOVING unit—engine, 
clutch, transmission, propeller shaft, 
rear axle, and others—is engineered 
to move the load under the most 
severe operating conditions. 

From a wide range of models, you 
can select a truck that meets your 


}v-Rated” TRUCKS DO THE MOST FOR YOU 
This page is reserved wnder the MSA PLAN (Manufacturers Service Agreement) 


operating conditions. 
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: One of six boilers designed to operate at 2300 psi— 1050 
Another Exam ple Steam capacity is 930,000 Ib/hr, with natural circulation. 
of BE W Engineering 


for Economy 


Since 1926, when boiler design pressures first 

entered the 1400-2500 psi range, B& W has been 

identified with this presently popular trend 
toward greater steam-cycle efficiency. This accumulative 25-year experience with 
natural circulation at the higher operating pressures helps explain why, as the 
chart shows, B&W high-pressure boilers were preferred for new generating 
capacity of approximately six million kw during 1950 alone . . . why so many 
power companies consult B& W first on high-pressure steam requirements with 
all fuels and firing methods. 

Helping America’s electric companies to keep power costs down is an 
83-year tradition with B&W .. . currently evident in such developments as 
Cyclone-firing, Pressurized Furnaces, and Gas Recirculation. You’ll want to 
learn the details of these significant features as they relate to your own com- 
pany’s future requirements. The Babcock & Wilcox Company, 85 Liberty 
Street, New York 6, N. Y. 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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In case after case, where 
Grinnell MULSIFYRE has been 
on guard, hazardous oil fires 
have been effectively con- 
trolled—damage limited. For 
example... 


e On August 2, 1944, a fault 
occurred on the 26 KV ring bus 
at a substation of the Public 
Service Electric & Gas Co., 
Harrison, New Jersey. Follow- 
ing the tripout, the operator 
noticed the end bay, where the 
transformer was located, to be 
ablaze. He immediately acti- 
vated the electrical control oper- 
ating the Grinnell MULSIFYRE 
System, deluging the trans- 
former banks with water spray 
and extinguishing the fire. 


¢ At a substation of the Omaha 


PROTECTING 


flammable, 


oil-filled 


TRANSFORMERS 


with time-tested, 
rapid extinguishing 


GRINNELL 





MULSIFYRE 





Public Power District, Omaha, 
Nebraska, two 25-year-old three 
phase 6250 KVA 13.2—2.3 KV 
water-cooled indoor type trans- 
formers were protected by a 
MULSIFYRE System automati- 
cally actuated by Quartzoid 
Pilot Sprinklers. On August 30, 
1944 a minor explosion occurred, 
setting the transformer afire. The 
Grinnell MULSIFYRE System 
went into operation immedi- 
ately, and there was no fire 
damage. 


e In 1948, a lightly constructed 
wooden sawing shed was erected 
by the-Singer Manufacturing 
Company, Bridgeport, Connec- 
ticut, adjacent to a bank of three 
500 KVA transformers. A fire 
started in the shed, apparently 
when a carelessly discarded cig- 
arette or match ignited sawdust, 


and quickly burned through the 
roof. The MULSIFYRE System 
operated over the exposed trans- 
formers, preventing damage to 
them. 


Stop future trouble and expense. 
Get complete facts now on reli- 
able Grinnell emulsion - forming 
spray systems. Write Grinnell 
Company, Inc., Providence, R. I. 
Branch offices in principal cities. 


GRINNELM lide 


EMULSION-EXTINGUISHMENT 


OF OIL FIRES 
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Tri i ple- pay beats big wind 


Hurricane insurance for Fort Myers, Florida — 
delivered by a trio of International — 
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SPECIAL 32-FOOT BOOM on International TD-9 sets the IT TAKES PULL to do this job. A handy, wide- tracked TD-6, Inter- 
55-foot poles in position. national’s smallest crawler, raises the wires. 


Fort Myers, Florida, was vulnerable to power fail- offer handiness, reliability and power to do more 
ure from hurricanes. Then the Florida Power and _— work in less time. See your International Indus- 
Light Company ran in a second 66,000-volt high- _ trial Distributor. Ask about his service facilities for 
line from a booster station 24 miles away. the years ahead. Factory-trained service experts, 

This easy-handling International trio—a TD-14, complete parts stocks, plenty of skill and the latest 
TD-9 and TD-6—did the heavy work in jig time. service techniques are working for you at your dis- 

International crawlers with matched equipment _tributor’splant—headquarters for “power that pays!” 


International Harvester Company, Chicago 1, Illinois 


INTERNATIONAL 


INTERNATIONAL 
HARVESTER 
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ADMINISTRATIVE VICE PRESIDENT 


UTILITY OPERATING COMPANY 


This position carries with it responsibility for the coordination of 
operating, commercial and accounting functions and, also, for the ad- 
ministrative aspects of the Company’s organization and operations. It 
includes: 


1. Final authority, subject to presidential approval, of staffing, both 
within the organizations at individual operating properties, in- 
cluding their managers; and at the administrative office, itself. 


2. Approval of major operating and maintenance decisions and 
plans for construction, including engineering thereof, as pro- 
posed by operating and engineering executives. 


3. Establishment of both operating and construction budgets and 
responsibility for achieving results in accordance therewith. 


4. Supervision of preparation and presentation of rate cases. 


5. Supervision of accounting, auditing and commercial office 
activities. 


6. Supervision of activities of sales promotion personnel. 


The ideal candidate for this position will have had operating and/or 
construction plus commercial and accounting experience in at least two 
of the four branches of the utility field (such combinations as electric 
and gas, or telephone and gas, or electric and water, or telephone and 
water). He should also be thoroughly familiar with the public utility 
field, in a broad and fundamental sense. 


The man must be energetic and efficient; he must seek to assume 
responsibility; he must be versatile and susceptible to new ideas. He 
cannot be content merely to follow existing organization methods with- 
out suggesting improvements. He must be able to criticize and improve 
personnel organization and develop maximum utilization of manpower 
and skills. He must be ambitious for the Company with which he will 
be associated and ambitious for his performance on its behalf. He will 
comprehend that personal benefit and advancement follow only from 
achievement for the organization, as measured by improvement in its 
net income. 


For such a man, in the 38-45 age bracket, a top job, with extra- 
ordinary opportunities, is available in an aggressively run, expanding, 
unique, utility operating company. Undoubtedly the man we seek is 
now employed by another company, but his present association does not 
afford the opportunity, responsibilities and development which this 
position carries with it. We shall hold each reply in confidence. Please 
furnish complete details, including present and expected compensation. 


ADDRESS: 


Box 12, Public Utilities Fortnightly 
309 Munsey Bidg., Washington 4, D. C. 
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FOR INDUSTRIAL APPLICATIONS 

REQUIRING POSITIVE CONTROL 

OF PRESSURE, TEMPERATURE, 
LIQUID LEVEL ETC. 


SIMPLE TO ADJUST FOR THE 
SPECIFIED OPERATING RANGE 


THE MERCURY SWITCH IS A FEATURE IN MERCOID CONTROLS. 
THE REASON FOR THE MERCURY SWITCH IS THE ADDED SAFETY- 
BETTER PERFORMANCE AND LONGER CONTROL LIFE-ALL OF 
WHICH ARE IMPORTANT WHEREVER CONTROLS ARE REQUIRED 


WRITE FOR CATALOG 700--- PLEASE 

~ MENTION THIS PUBLICATION 
THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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Now—All Your 
Utility Ledger Posting 
on One Machine! 





Yes, it is truly amazing the way the completely new 
Burroughs Sensimatic handles utili 

accounting jobs. And there’s a g reason—for 
the Sensimatic was designed with the needs 

of utility companies in mind. 


It’s completely new from the ground up—built 
around a brand new principle, the control panel, or 
“mechanical brain,” that directs the machine 
automatically through any four accounting 
applications, in any combination. Control panels 
are interchangeable instantly and there is no limit 
to the number that can be used—no limit 

to the number of accounting jobs a single 

machine can do! 


The Sensimatic makes possible a great improvement 
in accounting speed, yoy 5 and ease of 
operation. This means faster billing and posting, 
working hours saved, increased output and, 

best of all, reduced accounting expenses. 

The Sensimatic is moderately priced, too. 


Get the complete story of this sensational new 
Sensimatic today. Call your local Burroughs 

office or write Burroughs Adding Machine Company, 
Detroit 32, Mich. 


HANDLES ALL THESE JOBS— @ud m02é 


Operating Ledgers e Work Order Ledgers e General Ledger 

e@ Material and Supplies Ledger e Bank Ledger e Revenue 

Ledgers @ Accounts Receivable Control Ledgers e Stock- 
holders Ledger @ Operating Statements 


WHEREVER THERE’S BUSINESS THERE’S Burroughs 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





* * 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS ¢ PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 





Cmin- 


eralized 


Water 


for 


4 HIGH PRESSURE 
= BOILER PLANTS 


MINERALIZED boiler 
makeup water as an alter- 
ye to water supplied by 
orators has become a topic 
eat interest to boiler plant 
ators everywhere. Com- 
sons of costs, both original 
pment and operating costs, 
shown exceptional savings 
emineralizing. 

te advantages that have 
shown include: 


mineralizers insure con- 
nt adequate makeup sup- 
y,as they always operate at 
ted capacities. Evaporator 
tput varies with the tur- 
me load, consequently rated 


HRANE CORPORATION 


output is not maintained at 
low loads. 


Gains in turbine-cycle effi- 
ciency more than offset the 
cost of chemicals used in 
demineralizing. 


. Demineralized water is more 


uniform and practically free 
from corrosive COs. 


Lower maintenance costs. 
Corrosion due to COs, pro- 
duced by evaporators is re- 
sponsible for maintenance 
not necessary where demin- 
eralized water is used. 


3127 N. 17th St. 











5. Lower labor costs. Deminer- 
alizing plant can be made 
automatic. 


While the problem of corrosion 
can often be licked by pretreat- 
ing the water with hydrogen 
zeolite or by demineralizing 
ahead of the evaporators, many 
plants are finding that demin- 
eralizing, including anion silica 
removal without evaporators, is 
more satisfactory and in addi- 
tion more economical. 


Cochrane has some comparison 
figures on the subject and will 
be glad to send them to inter- 
ested executives. 


Philadelphia 32, Pa. 


In Canada: Canadian General a ~y Co., Ltd., Toronto @ In Mexico: Babcock & Wilcox de Mexico, S. A., Mexico City 
In Europe: Recuperation Thermique & Epuration, Paris 





Public Utilities Fortnightly 





Payrolls computed in minutes. . . 
bills calculated with the speed of 
light . . . complex engineering prob- 
lems solved faster than the problems 
can be stated. 

This is only a sample of the power 
put in your hands by the pluggable 
IBM Electronic Tube Assembly, the 
heart of the IBM Electronic Calcu- 
lator. Here is power to do simple 
and complex calculation without the 
need for supervision of step-by-step 
operation . . . power to free men’s 
minds from the burden of detail 
computation and to eliminate fre- 
quent human error. 





INTERNATIONAL BUSINESS MACHINE 
590 Madison Avenue, New York 22,N.!. 
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INSAS CITY POWER & LIGHT COMPANY 
mneemicieeel shinies Missouri ! 


i ame 


USES THE FELE - 
Jjeville 








LTERNATOR SYSTEM 





This forward-looking organization is lower radio maintenance costs 
nother one of the many Public Utilities ‘more consistent radio operation 
vho enjoy the advantages of the L-N ; 


There are L-N Alternator Systems rated at 
lternator System. 


50 amps. and 80 amps. for 6-volt systems; 
Dn your two-way radio cars and trucks . . . 60 to 150 amps. for 12-volt systems. 


‘ = erever current demands are high... — For ail the facts, write ‘The Leece-Neville 

pe L-N Alternator System will give you: = Company, Cleveland 14, Ohio. Automotive 
25 to 35 amperes with engine idling Electric Equipment for Over 40 Years. 
new freedom from battery troubles Distributors in principal cities 


longer battery life ... Service Stations everywhere. 


BE SURE TO SPECIFY LEECE-NEVILLE 


ALTERNATOR SYSTEMS « GENERATORS « STARTING MOTORS 
REGULATORS ¢ SWITCHES « FRACTIONAL HP MOTORS 


ona GSS OO ee CO 
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ENGINEERED AND CONSTRUCTED BY EBAS(( 











A reservoir 


of power 
This arch dam towering 315 feet above bedrock and 


fe or the the adjacent power station were engineered and 
constructed by EBASCO for the Pacific Power & Light 


PACIFIC Compeny. 
Situated on the Lewis River, Ariel, Washington, the 
Merwin hydro-electric project has a generating 
N OR TH W. ES T capacity of 90,000 kw—providing a vital addition to 
the Northwest’s huge power pool. Water used by one of 
the Merwin units, if operated full load for only 10 
hours, would amount to about 1 billion gallons, or the 
present daily consumption of New York City. 
aS + CONS, A semi-outdoor installation—a type in which EBASco 
rye Ro, has pioneered—Merwin embodies the latest in hydro- 
electric facilities. It is one of four hydro projects designed 
AS m0 and built by EBASCO in the State of Washington. 
ery You’ll find EBASCO’s engineering and technical skills 
88 con aout the best solution of your design and construction 
aaait problems—whether it’s building a dam or expanding 
ppraisal Insurance ante $ ° 
& Pensions present plant facilities. To get the job done quickly 


Budget A 
a Office and efficiently, call EBASCO. 
Business Modernization 


Studies Purchasing 

Consulting R Write for the booklet “‘The Inside Story of Outside Help” describing 
Engineerin ates & the many EBASCO services available to you. Ebasco Services 
8 @ Pricing Incorporated, Dept. W, Two Rector Street, New York 6, N. Y. 


Design& —§ Research 
Construction 


Sales & 
Financial Marketing E BAS Cc Qo § E RVI Cc E 8 INCORPORATED 


Industrial Systems & 
sin oo" New York ° CuHIcaco ° WasuHIncrToNn, D. C. 
Taxes 


| ti e ° 
& Expediting Traffic CC laseo Feamwork gels things dane anywhere tn lhe ewovld 
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IF IT FLIES AFTER THIS 


With extensive damage in a 
critical wing area, this fighter 
interceptor returned safely to its 


Korean base. 





IT WILL RIDE LIKE THIS 


One of 30 street service bodies 
operated by Washington Gas Light 
Company. 


TOUGH, LIGHTWEIGHT, ALL ALUMINUM 


THOMPSON 


UTILITY BODIES 


BUILT FOR MANY YEARS OF DEPENDABLE SERVICE 
UNDER RUGGED OPERATING CONDITIONS 











While supplies of Aluminum and Steel Bodies are limited 
Place a few THOMPSON units in your service 
Compare their operating costs with your steel units 
Let FACTS decide your future Policy 


| 
| THOMPSON TRAILER CORP. 
| PIKESVILLE, MARYLAND 


THOMPSON [] Have Representative Call 
TRAILER [] Send Full Information 


| Company Name 


CORP. 


| Attention .... 


Pikesville, Maryland | Address 





ALL ELLIOTT 


eoofrom drawing board...to hydrostatic tes 


A 975,000-Ib-per-hr vertical de- 
aerating feedwater heater 
mounted on its horizontal stor- 


ELLIOTT 


are (and always have been) distinctly and strictly 
an Elliott product, built throughout in Elliott 
shops. We know every detail is right, before a unit 
is shipped . . . Elliott deaerating heaters require 
no maintenance. The tubular vent condenser of 
Scarfing a head, preparatory to fit-up older designs is now replaced with an inlet spray 
and welding. ° ° ge 
ae unit and vent collecting hood located within the 
A.S.M.E.-approved automatic welding shell. Trays are of fabricated stainless steel. Non- 
‘ by ote a a corrodible metals are used wherever undeaerated 
water touches the metal. The latest developments 
in deaeration are fully covered in Bulletin N-16. 
Write for a copy. 


ELLIOTT Company f! 


i 
| 5 
| | t i ae Deaerator and Heater Dept. JEANNETTE, P 


| ee 
| , 2 


i 


Plants at: JEANETTE, PA. © RIDGWAY, PA. 
AMPERE, N. J. © SPRINGFIELD, O. * NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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17 o"7*=. pottute of Electrical Engineers begins technical conference, Atlantic City, 





q a ad vue Advertising Association, Region 2, begins one-day meeting, New York, 





1 gamit god Gas Association of New York, Inc., will hold Christmas luncheon, New 
York, N. Y., Dec. 20, 1951. 





7 | aa Authority ends two-day convention, Park Sheraton Hotel, New York, N. Y., 





q Columpia mag rd Advisory Board, Districts 4, 5, and 8, begins meeting, 
Orlean$, La., 1951. 





{ Canadian Electrical Association, Engineering and Cogreting Division, Eastern 
begins meeting, Montreal, Quebec, Canada, Jan. 14, 15, 19 





q Edison 4. pete, Commercial Lighting Committee, begins meeting, 
Roanoke, Va., 








1 “oe eee Institute, Industrial Relations Committee, begins meeting, New York, 








1 og ated Institute, Commercial Cooking Committee, begins meeting, Cincinnati, 
Ohio, 








7 Gagne Gas Association will hold home service workshop, Chicago, Ill., Jan. 21-23, 








{ Edison Electric Institute, Dealer Co-ordination Committee, begins meeting, Chicago, IIil., 
1951. 








Y American Institute of Electrical Engineers will hold winter general meeting, New 
York, N. Y., Jan. 21-25, 1952.’ 








Y American Society of poaees and Ventilating Engineers will hold meeting, St. Louis, 
Mo., Jan. 28-30, 195 





{ American Gas Association-Edison Electric Institute, Accounting committees, will hold 


meeting, Columbus, Ohio, Jan. 31, Feb. 1, 1952. 
_ 
ae 
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Courtesy, U. S. Bureau of Reclamation 





Heading for Greener Pastures 
A shepherd and his flock cross the Grand Coulee dam in Washington. 
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Our Double-standard War 
For Freedom 


State Socialism has sometimes been called 


“slow motion Com- 


munism.” Conversely, Communism has been called “Socialism gone 
broke”—in receivership or dictatorship. But how can we explain 
our present double-faced Federal policy of spending American 
billions abroad to fight Communism, while at the same time spending 
billions at home to support ever-broadening socialistic adventures at 
the expense of the taxpayer? Here is a forthright analysis of our gov- 
ernment’s double standard of treating Socialism at home and abroad. 


By ALVIN A. BURGER* 


OON after the outbreak of the Ko- 
rean war in June, 1950, Presi- 
dent Truman called upon the 

American people to form a united 
front in what he described as a strug- 
gle between the free world and com- 
munist aggression. 

“It is your fight, the fight of all of 
Bus,” he said in a radio address, “and 


— 


*For personal note, see “Pages with the 
Editors,” 
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it can be won only if all of us fight it 
together. .. . We can and must sub- 
merge petty differences in the com- 
mon task of preserving freedom in 
the world.” 

The President’s plea for unity 
brought a prompt and wholehearted 
response from every segment of Amer- 
ican life. This was characteristic of 
our people in time of national peril. 
They not only tackled with a will the 
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positive tasks which the new emer- 
gency required of them, but showed 
a willingness even to accept whatever 
temporary economic controls might be 
needed in the change-over from peace 
to quasi war. Never in the nation’s 
history, short of all-out war, had our 
government been so sure of the uni- 
versal backing of its people. 

But as the months passed it became 
clear that the government itself was 
not following the sound advice which 
the President had urged upon the 
people. The vast Washington bureauc- 
racy was dragging its feet in exer- 
cising “patriotic self-restraint” in the 
conservation of man power, goods, 
and funds. Nor were the entrenched 
policy makers in the government 
showing any inclination to “submerge 
petty differences” where it might in- 
terfere with the promotion of schemes 
to which they had long dedicated their 
energies. All this was amply con- 
firmed when the President’s 1952 
budget message was submitted to Con- 
gress on January 15, 1951. Not only 
did the new budget chart a “spending 
as usual” course, but it brought for- 
ward once again just about every con- 
troversial measure which had kept the 
country divided into a score of class, 
group, and sectional conflicts ever 
since the end of World War II. 


ee Harry F. Byrd of Vir- 
ginia said, “Not only has the Pres- 
ident, in the time of our greatest cri- 
sis, failed to keep his pledge for a 
rigid reduction in nondefense spend- 
ing, but he has renewed his advocacy 
of the socialistic measures known as 
the ‘Fair Deal’ . . . Unity and the 
sacrifices necessary to save our coun- 
try must be a two-way street. They 
DEC. 6, 1951 
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must come from the government as 
well as from the citizens.” 

Included in the new spending pro- 
grams in the President’s budget for 
the fiscal year 1952 were proposals to 
expand federally owned industrial and 
electric power facilities; extend Fed- 
eral subsidization and control of agri- 
culture; impose a system of socialized 
medicine; project the government into 
state-local school financing; increase 
the authority of the Department of 
Labor over state-administered unem- 
ployment compensation systems; and 
extend Federal activity in the banking 
and housing fields. The budget mes- 
sage even promised a new effort to 
obtain the enactment of the highly 
controversial Fair Employment Prac- 
tice Committee legislation. 


~ these were now being proposed 


in the guise of national defense 
“musts.” But they did not fool the nz- 
tion’s doctors, farmers, governors, 
manufacturers, businessmen, and oth- 
ers whose interests were intruded upon 
by the measures in question. All these 
groups had gladly offered their serv- 
ices in the common cause against the 
spread of Russian socialist totalitar- 
ianism abroad. Now they found then- 
selves obliged to defend themselves 
against a new assault by socialistic 
planners on the home front. For it 
was plain—and subsequent legislative 
measures promoted by left-wing ele 
ments in Congress confirmed it—that 
these entrenched socialist forces hai 
decided to take full advantage of the 
crisis thrust upon us by the Korean 
war to achieve what the late Harold 
Laski, godfather of present-day Amer- 
ican Socialism, used to call “revolt- 
tion by consent.” 
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[ would be inaccurate, of course, to 
associate President Truman with 
the pursuit of socialist objectives as 
such. 

He has always emphatically de- 
nied that he has any affinity for so- 
cialist aims. But as the product of a 
tough political school, the Pendergast 
machine of Kansas City, Mr. Tru- 
man has been well trained in the art 
of using the processes of representa- 
tive government to maneuver large 
transfers of social power from private 
hands into the hands of government. 
His political acumen in this regard 
has been of great value to those who 
have long been dedicated to the pur- 
suit of socialist ends. 

There is reason to believe that 
when the Korean war began President 
Truman was ready to help the cause 
of national unity by giving up his 
aggressive sponsorship—for the time 
being at least—of Fair Deal measures 
which had so long divided the coun- 
try. 

But it would appear that the pres- 
sure of left-wing forces in and out of 
the government were strong enough 
to induce him to reverse this position, 
and finally on January 9th he told the 
newspapers that he was determined 
“not to abandon any part of the Fair 
Deal program in the current war 
emergency.” 


Blueprint for Creeping Socialism 
In America 
© repens the socialist planners 
held national unity in this time of 
national peril to be far less important 
than the attainment of a priority rating 
for their favored socialistic measures. 
This was only natural, since it was in 
perfect accord with their long-stand- 
ing plan of action. In his book, Reflec- 
tions on the Revolution of Our Time 
(published by the Viking Press in 
1943), Harold Laski maintained that 
Socialism would never come to Amer- 
ica or Britain by resort to violence, 
but must be attained by seizing upon 
a period of great national crisis, such 
as war, to obtain the adoption of 
“emergency” measures which, added 
together, would constitute the socialist 
program, The word “Socialism” must 
never enter the picture. It would all 
be done in the name of democracy. 
Mr. Laski’s concept of democracy is 
interesting. “There is nothing in the 
nature of the Bolshevik state,” he 
said, “which is alien from the demo- 
cratic ideal.” 

It is well that we set ourselves 
straight in the matter of the similarity 
of communist and socialist doctrine. 
The writings of Laski and other pres- 
ent-day Socialists have emphasized 
time and again that there is little if 
any difference in the social objectives 


e 


over a wide front. They have been helped along immeasur- 


q “THE advances made to date by American Socialism extend 


ably by the rapid growth of the Federal bureaucracy itself, 
a growth fed by large accretions of new responsibility and 
power snatched from the long series of crises plaguing the 
country ever since the New Deal began.” 
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of the two, although Socialists have 
split with Russian Communists over 
tactics, The fundamental Marxian aim 
of both is state ownership of the 
means of production. Henry Hazlitt 
told members of the New Jersey Bar 
Association last spring, “The Rus- 
sian Communists do not draw any 
distinction between Communism and 
Socialism. They call themselves the 
USSR—the Union of Soviet Social- 
ist Republics. Thirty years ago Lenin 
wrote: ‘As long as Capitalism and 
Socialism remain, we cannot live in 
peace.” So the people who are making 
ideological war on us know what the 
war is about even if some of their 
victims haven’t found out yet.” 


se. European economist, Wilhelm 
Roepke, has shrewdly pointed out 
that the difference between an avowed 
Communist and a self-styled “demo- 
cratic” Socialist is about the same as 
that between a man guilty of first-de- 
gree murder and a man guilty of man- 
slaughter. The difference is only in 
intent, not in result. 

Laski’s concept of “revolution by 
consent” had been accepted and put to 
work by American Socialists years be- 
fore it was spelled out in his Reflec- 
tions in 1943, An epochal socialist 
symposium held in 1929 repudiated 
the communist tactic of violence as 
being inconsistent with American tem- 
perament, and turned instead toward 
the more peaceful processes of Fabian- 
ism (later published in The Socialism 
of Our Times Vanguard Press). 

This was at a time when most 
Socialists had little hope of bringing 
about their particular kind of millen- 
ium in the United States within a gen- 
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eration, but this glum outlook was 
suddenly changed by the stock mar- 
ket collapse in October of that same 
year and the ensuing bitter economic 
depression. 

When the New Deal emerged in 
1933, left-wing leaders remembered 
the advice given by H. S. Rauschen- 
bush at the 1929 symposium. Rausch- 
enbush said, “The students coming 
from the colleges can be of enormous 
use to the movement as government 
officials, starting in small and def- 
nitely working on the hope that in 
another ten years we shall have gov- 
ernment control over our trusts, banks, 
and general industries. One good man 
with his eyes, ears, and wits about 
him inside a department, whether it 
be the Interior or the Treasury... 
can do more to perfect the technique 
of control over industry than a hun- 
dred men outside.” It was not long 
before a veritable horde of college rad- 
icals began pouring onto the govern- 
ment payrolls. 


oo progress made in the advance- 
ment of socialist objectives in 
this country since 1933 is only less 
amazing than is the success which 
left-wing forces have had in keeping 
large numbers of the American people 
fooled as to the socialist nature of the 


measures they have promulgated 
There are many published works 
available showing what these objec 
tives are and outlining strategy to be 
pursued in attaining them. Laski’s 
blueprint, with which few Socialists 
have differed, calls for a transfer of 
“the fundamental bases of economic 
power” into the hands of the state. 
These bases are: 
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Showdown Needed in Fight on Socialism 


“ws can win the fight against Socialism at home if we undertake 
an aggressive heads-up campaign to expose and defeat it, for 
truth is on our side. The left-wing leaders have promised a great many 
things to the American people, and always they have implied that these 
things were to be free for the asking, because the rich would be made to 
pay for them. Many of these promised benefits have, indeed, been sup- 
plied, but the cost has already become so great that both the rich and the 
poor have had to be taxed to the hilt to meet it.” 





1. State control of the supply of 
capital and credit. 

2. State ownership and control of 
electric power, transport, fuel, the 
mines, and other basic industries. 

3. State ownership or control of 
the land. 

4. State control of shipping and the 
import and export trade. 


The chief political instruments by 
which American Socialism seeks to 
advance its basic goals are these: 


_ 1. Federal pre-emption of the tax- 
ing power. 

2. Federal control of the means of 
education and information. 

3. Federal control of the police 
power. 


Our Socialists realized early in the 
game that the rank and file of the 
American people could not be won to 
such a program by the negative “class 
struggle” approach of European So- 
cialism. As Professor Paul H. Douglas 
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(now Senator from Illinois) re- 
marked in 1929, “If Socialism is to be 
effective, it must hold out a confident 
promise of a still better and more 
orderly life than that which workers 
now enjoy.” Harold Laski was more 
specific. “My feeling is,” he said, “that 
the first step of all is to awaken the 
American people to a sense of the pos- 
itive character of the state. They 
must be made to realize the intimate 
way in which its activities alter the 
inner fabric of their lives.” And so he 
prescribed as a starter three forms of 
“social insurance”: unemployment in- 
surance, old-age and widows’ pensions, 
and socialized medicine. “These ought, 
of course, to be national in plan,” he 
advised, 


Well on Way toward Economic Goals 


HE advances made to date by 
American Socialism extend over 
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a wide front. They have been helped 
along immeasurably by the rapid 
growth of the Federal bureaucracy 
itself, a growth fed by large accretions 
of new responsibility and power 
snatched from the long series of crises 
plaguing the country ever since the 
New Deal began. To give any compre- 
hensive recital of these gains by So- 
cialism would be out of the question 
in this short article, but a few of the 
more striking examples may help at 
least to point up the formidable job 
which now lies ahead for those who 
want to see our free society preserved 
and strengthened. 


= banking and credit, which 
Laski described as “the most 
vital” of his four bases of economic 
power. The Hoover Commission, re- 
porting in 1949, found 40 Federal 
agencies engaged in banking and credit 
activities, 37 of these having been set 
up since 1931. The government was 
shown to have an investment of over 
$12 billion in these agencies, with 
commitments to supply them with 
over $9 billion more. Loan guaranties 
totaled $8.5 billion and the value of de- 
posits insured by Federal agencies was 
over $80 billion. The Hoover Com- 
mission’s task force urged that direct 
lending by the government “be ab- 
solutely avoided except for emer- 
gencies.” This recommendation has 
been ignored. Congressional efforts 
this year to abolish the RFC have got- 
ten nowhere, despite the shocking dis- 
closures of wide-scale political lend- 
ing carried on by that agency. 

In the meantime the Korean 
emergency has brought action giving 
the President new authority to control 
bank and consumer credit and to fi- 


DEC. 6, 1951 


nance construction of defense-related 
industrial plants. 


Ox of the most striking and sinis- 
ter socialist assaults made so far 
upon our economic system is found, of 
course, in the government’s invasion 
of the electric power field. In no na- 
tion in the world has electric power 
been developed and put to use for the 
common good to anywhere near the 
extent it has been in the United States 
under private financing and opera- 
tion. Yet the nation today witnesses 
the amazing spectacle not only of ag- 
gressive Federal intrusion into the 
power field in competition with pri- 
vate utilities, but also of heavy-handed 
bureaucratic opposition to the exten- 
sion of private utilities’ services in 
state after state. 

While privately owned utilities have 
increased their total electric power 
capacity by 80 per cent in the last 
twenty years—from 27,950,000 to 51,- 
000,000 kilowatts — publicly owned 
electric capacity has been increased by 
nearly 600 per cent, from 1,886,000 to 
13,000,000 kilowatts. Plans of the 
Federal power interests call for the 
creation of nine regional power author- 
ities which would virtually blanket the 
country and bring the total capacity of 
federally owned facilities up to 65,- 
000,000 kilowatts, at a cost to the tax- 
payers of nearly $50 billion. 

The Hoover Commission’s task 
force on water resources projects 
urged Congress to adopt a Federal 
power policy which would restrict 
government competition “with its citi- 
zens” in electric power development 
and marketing, The government plan- 
ners have ignored such proposals and 
have seized upon the Korean emer- 
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gency to press for many new power 
projects, steam plants, and thousands 
of miles of government-owned trans- 
mission lines claimed to be needed in 
the national defense effort. At the 
same time they have acted to block 
important moves by privately owned 
utilities to meet these defense needs 
where they occur. These fantastic go- 
ings-on have serious implications for 
free enterprise in this country, for 
once the central government obtains 
amonopoly in electric power, no manu- 
facturing concern, large or small, will 
again be fully free to decide for itself 
where it shall locate, what it shall pro- 
duce, or whom it shall employ. 


e the attainment of another objec- 
tive in the Laski blueprint—namely, 
state ownership and control of the 
land—greater progress has been made 
than is sometimes realized. To begin 
with, the Federal government pres- 
ently owns more than one-fifth of the 
total land area of continental United 
States, and if such river valley proj- 
ects as CVA, MVA, and others now 
actively promoted in Congress should 
be approved, the government would 
acquire vast additional acreages by 
condemnation and purchase. Large 
acquisition of more land and property 
for military purposes in the present 
war emergency will add substantially 
to Federal property holdings. 


e 


Through its production and mar- 
keting quota systems under present 
farm subsidy laws, the government 
already has obtained a firm foothold in 
the control of agricultural production, 
It was in a farm subsidy case (Wick- 
ard v. Filburn) that the Supreme 
Court decided in 1942 that “it is not 
lack of due process for the govern- 
ment to regulate that which it subsi- 
dizes.” Adoption of the Brannan farm 
subsidy plan would, of course, greatly 
increase Federal domination of agri- 
culture. 

A new avenue for control of land 
use was opened up by the enactment 
in 1949 of the $16 billion Federal 
Housing Act. The far-reaching impli- 
cations which this and subsequent pub- 
lic housing legislation would have for 
home ownership and for building and 
real estate enterprises can only be 
guessed at now. A noted advocate once 
wrote that public housing would 
afford politicians “a bonanza beyond 
their wildest dreams,” since it would 
give them jobs, fees, and profits to 
hand out, building contracts to award, 
and apartments to rent to anxious 
tenants who vote. 

Devices for Restricting Private 

Business 


— socialist blueprints do not 
call for complete state ownership 
of all business, but would allow some 


tives in this country since 1933 is only less amazing than is 


q “THE progress made in the advancement of socialist objec- 


the success which left-wing forces have had in keeping large 
numbers of the American people fooled as to the socialist 
nature of the measures they have promulgated.” 
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to be retained in private hands, “as 


corporations in August, 1944. | 


islands in the midst of an ocean of | found that where only 10 had been in 


social enterprise,” as Harry W. 
Laidler put it. Two devices seized 
upon by Socialists to aid in restricting 
the growth of private enterprise are 
voluntary co-operatives and govern- 
ment corporations or authorities. “The 
co-operative movement,” said August 
Claessens, “is tremendously important 
to the achievement of Socialism. It 
is the laboratory in which is tested the 
substance of Socialism—production 
and distribution for use instead of for 
profit.” In the past fifteen years, the 
co-operative movement in America has 
grown by leaps and bounds under the 
stimulus of subsidies, tax concessions, 
and other legislated aids. It is esti- 
mated that co-operative and mutual 
ownership enterprises now show a net 
income of $2 billion annually. The 
preferential treatment which co-op- 
eratives receive at the hands of the 
government gives them a tremendous 
advantage over competing private 
businesses, and as they grow in size 
and numbers they become an increas- 
ingly powerful lobby in pursuit of even 
greater privileges. 


pee in the 1929 socialist 
symposium spoke well of the gov- 
ernment corporation as an instrument 
for furthering the industrial aims of 
Socialism. Professor Paul H. Douglas 
said, “The Russian practice of creating 
state corporations is an invaluable ad- 
ministrative device which lessens many 
of the difficulties which would other- 
wise attend nationalization.” The 
ardor with which the New Deal em- 
braced the government corporation 
idea was clearly revealed in the Byrd 
committee’s report on government 
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existence in 1931, there were 44 (in. 
cluding the Tennessee Valley Author. 
ity) in 1944, with net assets aggre. 
gating more than $20 billion, The 
committee declared that the corporate 
form had been “too freely resorted 
to”’; that the government corporations 
encroached upon and competed with 
private business; that most of them 
had not been successful on a profit. 
and-loss basis; and that the chief pur. 
pose behind them seemed to be “to 
avoid the ordinary restraints placed 
upon regular government establish- 
ments and to create a reservoir of 
capital.” The committee’s findings led 
to the passage in 1945 of the Govern. 
ment Corporation Control Act. Al- 
though this legislation ended some oi 
the abuses to which the corporate de- 
vice had given rise, it checked only 
temporarily the left-wing demands for 
the creation of new corporations and 
new authorities. The Korean war now 
has given this pressure new impetus. 


Socialism and the Taxing Power 


HE progress made by American 

Socialism in attaining its political 
objectives is quite apparent to the ob- 
server of the national scene, but no- 
where is this more strikingly shown 
than in the field of taxation, The 
socialist program, according to Laski, 
calls for steep progressive rates of 
income taxation by the central govern- 
ment, the amounts so raised “to be 
used as grants-in-aid for social pur- 
poses, such as education to the states.” 
He continues : “The idea of the grant- 
in-aid is fundamental to the idea of 
the national minimum, and this, in 
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Power in the Foreground of American Socialism 


— of the most striking and sinister socialist assaults made so 
far upon our economic system is found . . . in the government's 
invasion of the electric power field. In no nation in the world has elec- 
tric power been developed and put to use for the common good to any- 
where near the extent it has been in the United States under private 
financing and operation. Yet the nation today witnesses the amazing 
spectacle not only of aggressive Federal intrusion into the power field 
in competition with private utilities, but also of heavy-handed bureau- 
cratic opposition to the extension of private utilities’ services in state 
after state.” 





turn, lies at the heart of Socialism.” 

In 1935 all state and local taxes 
combined totaled $7 billion, while Fed- 
eral taxes amounted to $3.5 billion. 
By 1950 state and local taxes had 
tisen to $17 billion, but Federal taxes 
had soared to $38 billion. This was 
before Korea, Today, after the en- 
actment of three new tax-increase 
measures within a year to meet the 
new war emergency, we find ourselves 
being called upon to shoulder a Fed- 
tral tax burden estimated at $67 bil- 
lion annually, or $71 billion if one 
includes payroll taxes dedicated to 
social insurance. Federal, state, and 
local taxes combined are now expected 
to take nearly a third of the income of 
the American people. 
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H' Federal taxes have profound- 
ly affected the American political 
economy in a variety of ways. For one 
thing, they have led to Federal in- 
trusion into many tax fields on which 
state and local governments have re- 
lied, thus cutting down the base upon 
which their financial structures are 
built, This has encouraged the 
growth of Federal grants-in-aid for 
a wide variety of purposes. It now 
develops, however, that this distribu- 
tion of Federal largesse to the states 
has been attended by an increasing 
amount of Federal control and dicta- 
tion. The governors and state legisla- 
tures do not like that, so they have 
begun to oppose new grant-in-aid 
programs, such as Federal aid to edu- 
DEC. 6, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


cation, and have demanded instead 
that Washington begin to withdraw 
from tax fields on which the states 
rely, so that they, the states, may take 
care of their own needs without out- 
side help. 


H™ progressive rates of income 
and estate taxation have “equal- 
ized” individual incomes and wealth 
to such an extent that the sources of 
new equity capital depended on in the 
past for financing industrial expansion 
have begun to play out, forcing indus- 
try to look more and more to retained 
earnings and to borrowing to finance 
its growth. Double taxation of divi- 
dends has had a particularly devas- 
tating effect on equity capital. 

Excessive income tax rates have 
taken a steady toll of that precious 
American intangible called “incentive” 
— incentive to work, to invest, to take 
risks, They have encouraged the mul- 
tiplication of tax-exempt co-operative 
enterprises, with consequent narrow- 
ing of the nation’s tax base. All these 
things are bad—very bad—for a free 
economy, but they are good for So- 
cialism. 

The examples which have been 
given here of socialist inroads upon 
our national life form only part of 
the full story of what has been hap- 
pening. The plain truth which con- 
fronts us is this: that we, the Ameri- 
can people, are fighting a two-front 
war on Socialism today, and the enemy 
on our home front is fully as danger- 
ous to our way of life as the enemy 
we oppose on foreign fields. 

Since the end of World War II 
the American people have poured over 
$32 billion of taxes into Federal pro- 
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grams of foreign economic and mili- 
tary aid. We have done this for two 
reasons: first, to help the war-stricken 
nations to their feet so they can join 
with us in building for a better and 
more prosperous world, and, second, 
to strengthen the defenses of the free 
nations against any totalitarian enemy 
that may strike against peace and 
freedom in the world. Totalitarianism 
is repugnant to freedom-loving people 
in whatever form it may appear, 
whether as Socialism with a dirty 
neck as in communist Russia, or So- 
cialism in goose step as in Nazi Ger- 
many, or Socialism promoted by 
intellectual dead-end kids. 


The Armor of Truth Is with Us 


W=: can win the fight again So- 
cialism at home if we undertake 


an aggressive heads-up campaign to 
expose and defeat it, for truth is on 
our side. 

The left-wing leaders have promised 
a great many things to the American 
people, and always they have implied 
that these things were to be free for 
the asking, because the rich would be 
made to pay for them. Many of these 
promised benefits have, indeed, been 
supplied, but the cost has already be- 
come so great that both the rich and 
the poor have had to be taxed to the 
hilt to meet it. A recent study by the 
economist, Dr. Rufus S. Tucker, 
shows that taxes both direct and in- 
direct are taking a fourth of the 
income of those earning $3,000 to 
$4,000 a year. The three new tax bills 
passed in 1951 will increase this per- 
centage considerably. 

The Socialists have said, “Well 
serve the people more adequately and 
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efficiently than private enterprise can.” 
But the government has shown that 
when it grows in size and power it 
becomes inefficient and corrupt and it 
wastes the people’s money, and the 
people don’t like that, Senator Ful- 
bright, who headed the Senate com- 
mittee which exposed RFC misman- 
agement and corruption, nevertheless 
recently maintained, in addressing the 
annual meeting of the West Virginia 


State Chamber of Commerce, that that: 


agency shouldn’t be abolished “‘because 
there are many other Federal agencies 
just as bad.” 

Business activities now carried on 
by the government require subsidies 
from the taxpayers despite the special 
advantages which they enjoy in com- 
petition with tax-paying private enter- 
prise. Even the Post Office—the oldest 
and largest Federal enterprise—op- 
erates at a deficit which grows larger 
each year, although its business vol- 
ume increases. In contrast, the Bell 
Telephone system, which compares 
with the Post Office in business vol- 
ume and in size of payroll, shows an 
annual profit even though it pays taxes 
equal to more than half of its income. 
The Bell system is constantly im- 
proving its physical facilities, its op- 
erating efficiency, and its services to 
an ever-growing consuming public. 
The Post Office, on the other hand, 
has made no basic change in its or- 
ganizational structure in over a hun- 
dred years. 


= 


| meg the Socialists have prom- 
ised that they can give the people 
security without depriving them of 
freedom. But it will be well if the 
people take a very close look at what a 
Socialist means by freedom. The 
people of socialist Russia don’t have 
freedom, nor did the German people 
have it under the national Socialism 
of Hitler. The people of socialist 
Britain already have grown impatient 
with the constant bureaucratic prying 
into their daily lives. Laski admitted 
that the establishment of Socialism in 
America will require the setting of “a 
new context for freedom,” but his tor- 
tured analysis of the word’s meaning 
would give little comfort to the aver- 
age home owner, merchant, farmer, 
or worker living along the Main streets 
of our land. It is highly doubtful that 
these Americans, once made aware of 
the ways in which the socialist con- 
cept of “freedom” would affect their 
own lives, would willingly submit to 
greater sacrifices—whether in taxes or 
in toil—to speed the objectives of 
American Socialism, 

When one confronts a left-wing 
spokesman with the fallacies and 
dangers of Socialism, the left-winger 
retorts, “But America today is enjoy- 
ing such prosperity, such abundance 
as it never has had before, and don’t 
we still have freedom?” There are 
two answers to this: First, the Social- 
ists fail to take into account the fact 
that whatever economic progress we 


in whatever form it may appear, whether as Socialism with 
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a dirty neck as in communist Russia, or Socialism in goose 
step as in Nazi Germany, or Socialism promoted by intel- 


lectual dead-end kids.” 
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have made in the last two decades has 
been due, as it had been for a century 
and a half before that, largely to the 
enterprise, character, and organizing 
genius of our business and professional 
men, our farmers, and our workers 
under a free competitive system; sec- 
ond, as to freedom, it must be re- 
membered that courageous men in 
Congress have fought hard and suc- 
cessfully against many socialist meas- 
ures which, if they had been adopted, 
would have gone far to increase the 
dependence of the people on govern- 


ment and make them more subservient | 
to the will of their rulers. In short, it | 


is the things which American Social- 
ism has been prevented from doing 
that represent the margin between the 


economic prosperity and the freedom 
we still enjoy and the economic stag. 
nancy and political restraints which 
might have been. 


A Americans, may we not resolve 
here and now to fight for our 
individual rights and freedoms: to op- 
pose with all our energies the creation, 
in the United States, of a political 
oligarchy—whether or not it honestly 
calls itself a socialist government— 
with its hands forever in our pockets? 
May we not demand an end to this 
pretense of fighting Socialism, or 
its bloody brother—Communism— 
abroad, while developing and foster- 
ing these same principles and aims 
here within our own country? 





Willing and Able 


CCT costs money to meet this nation’s present and future 
I electric power requirements—huge sums of money. 

“During the last four years alone, the light and power indus- 
try has spent the neat total of $8 billion on generating and other 
facilities. The value of its operating plant is now well above 
$20 billion. And by 1953 that value will approach the $30 billion 
level. 

“This should answer those who still believe that the govern- 
ment is the only agency which can carry out major expansion 
work in the power field—and that the groaning taxpayers are 
the only people who can pay for it. The truth is there is no need 
for the government to spend a nickel of our money on power de- 
velopment. Private enterprise, under public regulation, is 100 
per cent willing and able to do the whole huge job. 

“Furthermore, when private enterprise does it, we, the tax- 
payers, make a handsome profit—by contrast with having our 
money squandered when government does it. According to the 
latest statistics, taxes now take 23 per cent—nearly one-quarter 
—out of every last dollar of income of the electric utilities, and 
taxes will go higher yet. The socialized power systems either 
pay no taxes, or make relatively small donations in lieu of taxes 
—and all of them are tax-subsidized to the hilt. 

“The moral is plain: We don’t need government in the power 
business—or in any business. We don’t want Socialism in this 
country.” 

—Excerpt from “Industrial 
News Review.” 
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Airline Subsidies Can Be 
Eliminated 


What are the possibilities of making our commercial airlines 

financially independent of mail subsidies? Should this be left to 

voluntary action? By using its discretion to withhold pay 

where carriers are not shown to be economically and ef- 

ficiently managed, the Civil Aeronautics Board has a weapon 
by which it can compel mergers. 


By HAROLD D. KOONTZ* 


eral government support of 

the domestic trunk airlines 
through mail subsidies, there is a 
growing recognition in both govern- 
ment and industry that ways must be 
found to make the airlines financially 
independent. The recent study of the 
Senate Interstate and Foreign Com- 
merce Committee of means for sepa- 
rating subsidy elements in air-mail 
payments has served to focus at- 
tention on the problem. The bill 
advanced by Chairman Edwin C-. 
Johnson of that committee to fix 
air-mail rates considerably below cur- 
rent levels and to separate subsidy 
elements shows that this study may 
have reached the action stage. Like- 
wise, the decision of the Civil Aero- 


Yr twenty-five years of Fed- 


*For personal note, see “Pages with the 
Editors.” 


805 


nautics Board, announced in July, 
to reduce mail payments of the Big 
Four carriers (American, United, 
Trans World, and Eastern) and to 
scrutinize payments to other carriers 
indicates that the spotlight on the air- 
mail subsidy problem is not one of 
mere political investigation. 

There seems to be a feeling that, 
even though the subsidy elements 
found in the provision of airways 
may be justified for national defense, 
and those involved in furnishing air- 
ports are disappearing through in- 
creased user charges, the time has 
arrived to take a careful look at the 
necessity for air-mail subsidies. Any 
enthusiasm for eliminating mail 
subsidies is not likely to extend very 
soon to the local service, or “feeder,” 
airlines because of the desire to con- 
tinue experimenting with bringing air 
DEC. 6, 1951 
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service to small communities, Nor is 
it likely to extend soon to interna- 
tional air transportation where the 
American Flag carriers must probably 
be supported indefinitely as an instru- 
ment of national policy. But strong 
opinion exists that the time may be 
near when at least the domestic trunk 
lines should become self-supporting. 


Bree profitable record of the do- 
mestic trunk lines in the past 
two years may well give the impres- 
sion that most of these carriers al- 
ready have reached a position of 
financial self-sufficiency and have 
joined the ranks of American busi- 
nesses able to care for themselves 
without specific government subsidy. 
It is true that the industry, comprised 
of sixteen companies, enjoyed a net 
operating profit of nearly $25,000,000 
in 1949 and more than $62,000,000 
in 1950. This might well be compared 
with the industry loss of $21,000,000 
in 1947 and the World War II high 
profit of $33,000,000 in 1945. 
Moreover, the 
been widespread in the industry. In 
1947, only four of the sixteen carriers 
were in the black and only one of 
these earned more than a token profit. 
In 1949 and in 1950 only two of the 
carriers were in the red and, in 1950, 
virtually every carrier in the black 
earned net operating profits ranging 
from 5 to 20 per cent of sales and 
approximately the same percentages 
on gross assets used in the business. 


To What Extent Do Airline 
Profits Depend upon Mail Pay? 


B” brief examination of the facts 


will disclose that the apparent 
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improvement has 


prosperity of 1949 and 1950 is some- 
what illusory. Although it is im. 
possible to calculate accurately what 
a nonsubsidy mail rate would be, the 
effect of mail pay upon airline profits 
can be seen, at least to some extent, 
by assuming that a service mail pay 
would be equal, pound for pound, to 
the passenger rate, less the special 
costs that can be attributed to the 
passenger service. Since the domestic 
trunk-line air carriers are operated 
predominantly for the passenger serv- 
ice, this seems reasonable. And de- 
spite a detailed study of the problem 
made by one of the nation’s largest 
accounting firms, no better answer 
was found. This accounting firm, 
Ernst & Ernst, in its report made 
in May to the Senate Interstate and 
Foreign Commerce Committee, found 
that on this basis a nonsubsidy mail 
rate amounted to 50 cents per ton 
mile in 1949, 

Even though it is recognized that 
this figure was approximate and may 
be subject to much dispute, some prog- 
ress can be made in clearing away 
the camouflage of air-mail payments 
by using it for analysis purposes. The 
revenues of the sixteen carriers have 
been recast, for 1949 and 1950, to 
reflect what the net operating profit 
would have been if a 50-cent mail rate 
had been used. This information is 
summarized in Tables I and II, pages 
807 and 809, respectively. 


Te effects of removing excessive 

air-mail payments are surprising, 
especially for 1949, which may cer- 
tainly be regarded as a more normal 
year than 1950 with its defense-swol- 
len traffic demand. Only the four 
largest airlines would have shown a 
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in their history. Not only did the 


ome- ff net operating profit had mail pay been 
im- fat passenger fare levels less directly traffic demand generated by the 
what MJ attributable passenger costs, as de- Korean conflict and the defense pro- 
, the I termined in the Ernst & Ernst report. gram increase passenger load factors 
rofits | Some of the results are startling. In materially (from an industry average 
tent, Mf the case of Capital Airlines, for ex- in normal 1948 of 58 per cent to 63 
| pay ample, a good operating profit be- per cent in 1950), but improved 
d, to H comes a large loss. And the sizable utilization of equipment and plant 
ecial M industry profit all but disappears. helped to expand profits. 
| the § Even for prosperous 1950, the effect 
estic ff of placing mail pay on a 50-cent per I* general, then, during a period of 
‘ated ff ton mile basis is to show eight of the record industrial profits and ex- 
sery- —M sixteen carriers, instead of two, in  traordinarily high profits in the rail- 
_de- @ the red. Except for the Big Four, the road industry, the fact is that the air- 
blem @f profit record of the industry even in line industry, except for the four 
rgest # 1950, after adjustment for high mail largest carriers, would not have been 
swer pay, is not impressive. profitable in 1949 and not much more 
firm, Moreover, as is well known, 1950 so in 1950 had it not been for mail 
nade # was an unusually profitable year for payments well above the level of pay- 
and —f the airlines, by far the most profitable ments made for passenger service. 
und 
mail 2 
ton TABLE I 
Net OPperATING INCOME BEFORE AND AFTER MAIL-PAY ADJUSTMENTS: 1949 
that Domestic TRUNK AIRLINES—THOUSANDS OF DOLLars 
may Actual Mail Revenue 
¢ Net Total Per Ton Adjusted Adjusted 
rog- Gross Operating Mail Mile Mail Net Oper- 
Revenues Income Revenue (Cents) Revenue* ating Income 
Way @f Sixteen Trunk Lines 459,783 24,625 45,031 110.2 20,432 
ents Large Airlines 
The American 99,404 9,442 5,379 60.5 4,441 
United 87,011 4,975 6,483 62.4 5,192 
lave Trans World 63,711 2,596 5,720 65.1 4,392 
to Eastern 68,854 3,945 3,247 66.4 2,442 
' Medium Airlines 
rofit Northwest 27,361 (1,181) 2,963 116.6 1,270 
tate apita 26,906 1,319 4567 4282 533 (2,715) 
, Medium-small Airlines 
1 1S Delta 15,898 707 2,385 264.8 451 (1,227) 
ges Braniff 14,527 477 2,321 216.4 536 (1,308) 
National 12,984 53 2,024 374.1 271 (1,700) 
Small Airlines 
Western 8,859 480 1,863 414.4 225 (1,158) 
sive Chicago & Southern .. 8,583 800 1,800 345.9 260 (740) 
Midcontinent 7,515 540 1,467 468.1 156 (771) 
ing, Very Small Airlines 
cer- Northeast 5,793 65 1,565 1,594.1 49 (1,451) 
mal Continental 5,248 (313) 1,379 662.3 105 (1,587) 
Colonial 4,445 216 1,226 1,223.3 50 (960) 
vol- 2,683 505 641 546.7 59 (77) 


our 
ha 


*Adjusted on basis of 50 cents per ton mile. : . 
Source: Civil Aeronautics Board, Recurrent Report of Financial Data. 
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Furthermore, the very fact that the 
four largest carriers made respectable 
profits in both 1949 and 1950, regard- 
less of the level of mail pay, leads to 
the belief that there must be some 
factors which account for financial 
self-sufficiency. Since it is clearly in 
the public interest to abolish subsidies 
of privately owned businesses as soon 
as possible, and since there exists a 
strong conviction in some quarters 
that transportation co-ordination re- 
quires the removal of subsidy ele- 
ments in all segments of the industry, 
these factors should clearly be 
searched out and made to influence 
both regulatory and private business 


policy. 


Do Economies of Size Explain 
Financial Self-suffictency? 
Ox the record, one might be led to 


the conclusion that the economies 
inherent in size explain the problem 
of airline profitability. Only the four 
largest carriers—American, Eastern, 
United, and Trans World—appear to 
have the ability to make respectable 
profits without mail pay assistance. 
There is a wide difference in size 
among the sixteen trunkline carriers. 
As measured by gross revenues for 
a fairly normal year (e.g., 1949) or 
by the volume of ton miles of service 
rendered, the four smallest airlines 
were approximately one-twentieth the 
size of the four largest; the fifth and 
sixth largest airlines in the industry 
were one-third the average size of 
the Big Four; and the average size 
of all of the twelve smaller companies 
was approximately one-seventh the 
size of the four largest carriers. 
But one does not find that the lower 


DEC. 6, 1951 


costs normally attributed to size ex. 
plain airline profitability. Using ex. 
pense per available ton mile* as the 
best single measure of airline cost 
of production, direct and indirect 
costs have been calculated for 1949 
for the sixteen carriers and are sum- 
marized in Table III, page 811. As 
will be noted, the pattern of costs, as 
related to size, is not conclusive, ex- 
cept in the case of the smallest four or 
six airlines. 

While these data are for a single 
year, examination of other recent 
years indicates that they are repre- 
sentative, They show that the very 
small airlines are doubtless at a clear 
disadvantage on account of disecono- 
mies of size. But the cost record re- 
veals that the economies of size alone 
do not explain the profit record of 
the four largest airlines. As a matter 
of fact, the lowest-cost domestic air- 
line was National, which had revenues 
only one-eighth those of American, 
and the medium and medium-small 
airlines had generally as low costs as 
the Big Four. 


HIs is not to say that there should 
not be more evidence of econo- 
mies of size. Even the largest domestic 
airlines are not large as big business 
goes. It is difficult to conceive that 
most of the economies of size have 
been utilized when airlines reach the 
size of the small or medium-small air- 
lines listed in Table III. 
It is certainly open to question that 


1The expense per available ton mile is the 
cost involved in offering for sale one ton of 
weight carried for one mile. The available 
ton mile should be distinguished from the 
revenue ton mile which is those available ton 
miles of service sold for revenue. 
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ex. 
B ex. 
iS the 
- Cost 
direct 
1949 
sum- 
|. As 
ts, as 
OX: 
ur or 


ingle 
ecent Net OperATING INCOME BEFORE AND AFTER MAIL-PAY ADJUSTMENTS: 1950 
Domestic TRUNK AIRLINES—THOUSANDS OF DOLLARS 


‘epre- 
P Actual Mail Revenue 


very Net Total Per Ton Adjusted Adjusted 
. Gross Operating Mail Mile Mail Net Oper- 
clear Revenues Income Revenue (Cents) Revenue* ating Income 
-ono- Sixteen Trunk Lines 524,109 62,521 46,311 100.0 23,156 39,366 
Large Airlines 
d re- American 22,919 5,917 58.6 5,047 22,049 
alone United 14,218 7,342 59.0 6,223 13,099 
“pr Trans World 6,686 5,853 64.2 4,556 5,389 
0 Eastern 9,502 3,372 67.3 2,505 8,635 
atter Medium Airlines 
. air. Northwest 33,619 (2,895) 4,411 171.1 1,289 (6,017) 
| Capital 29,816 2,237 3,817 249.1 766 (814) 
nues Medium-small Airlines 
ican Delta 18,870 2,152 1,770 141.5 625 
’ 15,702 2,104 2,194 167.6 655 
small National 16,949 2,470 1,748 274.4 319 
ts as Small Airlines 
Western 11,182 1,187 1,374 162.9 422 
Chicago & Southern .. 9,146 704 1,747 287.4 304 
Midcontinent 8,039 688 1,659 502.2 165 
Very Small Airlines 
ould Northeast 6,361 121 —-:1,519 61 
ono- 6,222 384 1,729 } 103 
‘ 4,177 (386) 1,143 ; 47 
estic 3,065 430 716 531. 67 
ness : ; 
that *Adjusted on basis of 50 cents per ton mile. : ; 
. a Source: Civil Aeronautics Board, Recurrent Report of Financial Data. 
ave 
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there should be so little difference in 
costs per available ton mile between 
airlines the size of Braniff or West- 
ern and those the size of American 
or United which are seven to fourteen 
times as large. One gets the impression 
that costs are often gauged to ability 
to pay and that cost control is the 


more effective the more the need for it. 
But, in any case, one cannot find the 
answer to airline self-sufficiency in the 
economies of large-scale operation, 
even though the four smallest airlines 
appear to be so small as to offer little 
hope for low enough costs to promise 
self-sufficiency. 
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Airline Profitability Determined 
Primarily by Revenue Load Factors 


- is not necessary to search far to 
find the key to airline profitability. 
On the basis of the records for 1949 
and 1950, as well as on the record of 
profits during World War II, the 
most important single factor ex- 
plaining airline financial self-suffi- 
ciency is the revenue load factor.’ Like 
the electric utility industry, the rail- 
road industry, and other service-pro- 
ducing industries, the ability to pro- 
duce at low costs and sell at a 
reasonable price must be accompanied 
by a good load factor to produce 
profitable operation. It has been well 
said that there is probably no busi- 
ness product so perishable as an 
empty airline seat. The effect of a 
small change in airline load factor 
can have a considerable effect on 
earnings, For example, in the case 
of Trans World Airlines, a change 
during a year of one percentage point 
in revenue load factor is the equiva- 
lent of earnings of approximately 50 
cents per share on common stock. 
As will be noted from Table IV, 
page 815, all of the four largest air- 
lines except Eastern enjoyed, during 
both 1949 and 1950, load factors con- 
siderably higher than the other trunk- 
line carriers, with the lone exception 
of Inland’s load factor in 1949, Load 
factor assumes even greater signifi- 
cance when it is realized that in 1950 
every airline, without exception, would 
have made a moderate to large net 
operating profit, even after adjust- 
ment for mail pay, if it had been 
able to operate with American’s high 


2The percentage of available ton miles 
actually sold. 
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revenue load factor. Even in 1949, 
every airline, except the four smallest 
airlines, would have been in the 
black, after making an adjustment 
for excessive mail pay, if each had 
enjoyed the load factors of Ameri- 
can, United, or Trans World. In- 
teresting, too, is the fact that Eastern 
in 1949 and 1950, and National, 
Delta, and Braniff in 1950 were able 
to show operating profits not de- 
pendent on mail pay with load factors 
well below the high load factors ex- 
perienced by American, United, and 
Trans World. 


pees though the low-cost records 
of such carriers as Eastern and 
National may seem to argue strongly 
for efficiency as the key to inde- 
pendent profitability of the airlines, 
the evidence seems to point strongly 
in the direction that the industry, in 
general, must depend upon a reason- 
ably high revenue load factor to 
make profits without the assistance 
of mail-pay subsidies. This ability 
on the part of certain carriers to sell 
a higher percentage of ton miles or 
seat miles produced could be due to 
more effective sales promotion or out- 
standing service differences. 

But examination of advertising ex- 
penditures and policy, sales promotion, 
service standards, and similar factors 
is not persuasive of this possibility. 
The real explanation of favorable 
load factors seems to lie in the size 
and density of the market facing the 
air carriers; and this is a matter of 
route pattern which has so largely 
been determined by action of the Fed- 
eral government in granting the origi- 
nal mail contracts and the later route 
certificates, 
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How the Character of the Market 
Determines Load Factor 
Hjem those businesses whose 

right to enter markets is not con- 
trolled by public authority, the air- 
lines, of course, have their market 
largely determined by public author- 
ity through the Civil Aeronautics 
Board’s control over routes. The 
strength of these routes is not only 
important in terms of the total volume 
of traffic, but has even more bearing 
upon the density of traffic movement, 
the factor of particular significance 
in determining load factor. 

An indication of density of traffic 
movement can be obtained from the 
results of the passenger traffic surveys 
made each March and September by 
the Civil Aeronautics Board. These 
surveys, by actual count, summarize 


e 


for those sample months the move- 
ment of passenger traffic between 
every point served by the airlines in 
the United States. While only pas- 
senger traffic is so counted, experience 
with transportation indicates that 
mail, express, and freight of the kind 
handled by the airlines move in 
striking correlation to passenger 
traffic. 


HE surveys dramatize the impor- 

tance of relatively few cities as 
traffic generating points and show how 
few of the many thousands of pairs 
of cities carry a large percentage of 
the traffic. 

For example, the survey made 
for March, 1949, showed that only 
10 of the 430 cities served by do- 
mestic trunk, feeder, and territorial 


TABLE III 


OPERATING ExPENSES PER AVAILABLE TON MILE: 
Domestic TRUNK-LINE CARRIERS, 1949 
(Cents Per AvaILaABLE Ton MILE) 


Sixteen Trunk Lines 
Large Airlines 
American 
United 
Trans World 
Eastern 
Medium Airlines 
Northwest 
Capital 
Medium-small Airlines 
Delta 
Braniff 
National 
Small Airlines 
Western 
Chicago & Southern 
Midcontinent 
Very Small Airlines 
Northeast 
Continental 


Total 
Operating 
Expense 
28.7 


27.9 


Indirect 
Operating 
Expense 
14.9 


14.5 
15.7 
16.0 
11.8 


Direct 
Operating 
Expense 
13.8 


13.4 
13.3 
15.1 
13.1 


14.4 
13.3 


13.4 
15.0 
12.7 


15.5 
14.2 
15.2 


22.1 
15.3 
17.8 
16.4 
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carriers generated 53 per cent of the 
passenger miles, that 25 cities gen- 
erated 72 per cent of the passenger 
miles, and 100 cities accounted for 
93 per cent of the traffic. Similar 
results have been found in other sur- 
vey months, With respect to the 
density of traffic on comparatively 
few route segments, the March, 1949, 
survey disclosed that 100 pairs, of a 
total of approximately 15,000 pairs 
of cities served, accounted for 47 
per cent of the passenger miles. 


1S csemetagsi those airlines which 
serve the most heavily traveled 
traffic routes can obtain the most 
profitable revenue load factors. Heavy 
travel between two points permits the 
scheduling of large and efficient air- 
craft at a high frequency and on a 
nonstop basis. Not only does the high 
frequency tend to attract business, but 
operation on a nonstop basis has a 
beneficial effect on loads since it 
avoids the inevitable loss of revenue 
space when passengers must be ac- 
commodated en route. It is difficult 
enough to schedule seats to meet, at 
reasonably good load factors, the vari- 
ations in passenger demand by days 
of the week and times of day. But 
when, in addition, the variations 
occasioned by trying to piece passen- 
ger trips together on a multistop 
schedule are added to variations of 
time, the task of giving service and 
of maintaining a profitable load factor 
is difficult indeed. Just as most of 
the few top pairs of cities lend them- 
selves to high volume, nonstop, 
scheduling, most of the other 15,000 
pairs of cities require multistop sched- 
uling between points of low traffic 
density. 
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A’ might be expected, the four 
largest airlines have by far the 
strongest routes, as measured by the 
number of the best traffic generating 
cities and the best pairs of cities on 
their routes, The March, 1949, survey 
found that the Big Four had on an 
average 7.5 of the top 10 cities on 
each route and 35 of the top 100. 
(American had 40.) At the same time 
the smallest four airlines had an 
average of 1 of the top 10 and 8 of 
the top 100 cities per route, and the 
12 smaller trunk lines (1.e., all air- 
lines other than American, United, 
Trans World, and Eastern) had, on 
the average, 2 of the top 10 cities and 
13 of the top 100. The disparity be- 
tween routes is even more pronounced 
when the more meaningful pairs of 
cities are considered. The Big Four 
had an average per company of 35 
(American 47 and United 42) pairs 
of the most productive 100 pairs of 
cities; the smallest four airlines had 
an average of only 0.5 pair of the 
best 100 on their routes; and all air- 
lines other than the Big Four had 
an average of only 4 of the top pairs 
per company. 

Thus, there is almost a direct re- 
lationship between profitability and 
the presence of a high number of 
the top 100 pairs of cities out of 
15,000 pairs. Moreover, this relation- 
ship is further strengthened by the 
relatively greater proportion of low- 
density route segments operated by 
the twelve smaller carriers. Analysis 
of the March, 1949, survey indicates 
that the smaller airlines served pro- 
portionately more of the low traffic 
generating cities than the big air- 
lines and, of course, had to generate 
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Importance of Load Factor in Air Traffic 


‘ 4 is is not necessary to search far to find the key to airline profit- 
ability. On the basis of the records for 1949 and 1950, as well as 

on the record of profits during World War II, the most important single 

factor explaining airline financial self-sufficiency is the revenue load 

factor. Like the electric utility industry, the railroad industry, and other 

service-producing industries, the ability to produce at low costs and sell 

at a reasonable price must be accompanied by a good load factor to pro- 

duce profitable operation.” 





a higher percentage of their business 
from these low-density segments. 


— to popular belief, the 
twelve smaller carriers do not have 
routes which are more competitive 
than those of the Big Four. Examina- 
tion of the average number of carriers 
serving each pair clearly shows that 
the routes of the Big Four, with the 
possible exception of Eastern, are 
more competitive than the routes of 
eleven of the other twelve airlines, 
Capital Airlines alone having a some- 
what more competitive route. 

It appears, then, that the real dif- 
ference among the carriers, which 
tends to give the four largest the 
most promise of financial self-suffi- 
ciency and the other carriers the least 
promise, is in the character of their 
routes. Given a route structure like 
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that enjoyed by American or United, 
with a good number of the high 
traffic density pairs of cities on it, 
and with only half of the total traffic 
obtained from among the lower- 
density route segments, and it ap- 
pears that an airline may become 
financially self-sufficient if it has a 
fair degree of cost control and a 
reasonably effective management. Add 
to this the type of cost control which 
National and Eastern have put into 
effect and one should have an airline 
easily able to operate profitably with- 
out the benefit of government subsidy. 


Elimination of Need for Subsidy 
A Matter of Government Policy 


| most businesses faced with this 
kind of market problem, the solu- 
tion would be one of business policy. 
Businesses whose markets are not 


DEC. 6, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


controlled by government policy 
would attempt to obtain a more effec- 
tive market through an _ increased 
sales coverage, a higher advertising 
budget, or a larger sales promotion 
program. If this course were not 
successful or feasible, attempts would 
be made to improve markets through 
merger with other firms. 

But in the airline business, the 
market is largely prescribed by public 
authority through the power over 
routes granted by the Civil Aero- 
nautics Act of 1938 to the Civil Aero- 
nautics Board. Likewise, control over 
mergers rests with the board. In the 
past it has not been sympathetic to 
airline mergers, as is evidenced by 
the complete lack of any important 
domestic trunk-line mergers since the 
Civil Aeronautics Act was passed. 

With the solution of the problem 
of air-mail subsidy so much a matter 
of route structure, the answer must 
be obtained by recognition of the 
problem by the government agency 
concerned, by the development of a 
plan for solving the problem, and by 
devising procedures to make the plan 
effective. For if a way can be found 
to eliminate the need for subsidies, it 
should certainly be to the interest 
of both government and business 
leadership to pursue it. It is doubtless 
true that the air-mail subsidy is a 
small price to pay for a first-class air- 
line system, but, under the American 
system of private enterprise, govern- 
ment subsidy should be the last re- 
sort for saving an economic activity 
necessary to the national welfare. 


, I ‘HE alternatives to continuing the 
present subsidy program seem to 
be three. The Civil Aeronautics Board 


DEC. 6, 1951 


might extend the routes of the weaker 
carriers to include more of the high 
density traffic routes; but to do this 
would weaken the entire industry 
through excessive competition. The 
board might attempt to redraw the 
domestic airline route structure, re- 
shuffling and reallocating the routes 
to fewer companies; but such a pro- 
gram would be extremely difficult to 
administer, is of questionable legality, 
and would disrupt the industry. 

A third alternative open to the 
board, while not easy, seems to offer 
the most fruitful possibilities. The 
Civil Aeronautics Board could and 
should force upon the existing car- 
riers a program of mergers which 
would result in fewer large airline 
systems, each with a strong route in- 
cluding access to enough high density 
traffic routes to make possible profit- 
able operation in normal times with- 
out subsidy. 


IX pursuing this course of action, 
a starting point could be the present 
routes of the Big Four which appear 
able to operate without mail subsidy. 
These carriers normally handle ap- 
proximately 74 per cent of the traffic 


of all sixteen domestic trunk-line 
companies. If the character and size 
of the routes of the Big Four are 
any criterion, their high percentage 
of the market indicates that a recast 
airline industry could not well sup- 
port more than a total of six com- 
panies, all of the approximate size 
of the four big carriers. In this con- 
nection it is interesting how, along 
with a little new route mileage along 
such currently noncompetitive routes 
as Los Angeles-Denver-Chicago, the 
sixteen present airlines could by 
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proper mergers be reduced to six 
strong carriers, including two new 
carrier systems, one a strong trans- 
continental carrier similar to United 
and the other a strong north-south 
carrier similar to Eastern. 


or example, if a merger were 

forced among Northeast, Colonial, 
National, Delta, Chicago and South- 
ern, and Capital (except its Chicago- 
New York route), an airline route of 
Eastern’s strength would emerge. 
Also, if a merger could be accom- 
plished among Northwest, Western, 
and Inland, plus Capital’s Chicago- 
New York route and a new West 
coast-Denver-Chicago route, the re- 
sult would be a transcontinental car- 


rier with a route as strong as United’s. 
If Continental were assigned to Trans 
World, along with most of Braniff’s 
routes, and Midcontinent allocated to 
Eastern with certain of Braniff’s 
routes, the result would be to 
strengthen Eastern and Trans World 
whose route patterns are now slightly 
inferior. 

One of the first objections that 
might be raised to such a plan of 
mergers is the danger of reducing 
competition in the airline business. It 
is possible that there might be some 
lessening of competition at the lower 
traffic generating points, but most of 
these are now served by one carrier 
and others can hardly justify the 
luxury of competitive services in a 


e 


TABLE IV 


Net OPERATING ProFIt AFTER MAIL-PAY ADJUSTMENT AND 


ReEvENUE Loap Factors: 


1949 anp 1950 


Domestic TRUNK-LINE AIR CARRIERS 


Net Operating Profit* 
Thousands of Dollars 
1949 

26 39,366 


Sixteen Trunk Lines 
Large Airlines 
American 
United 
Trans World 
Eastern 
Medium Airlines 
Northwest 
Capital 
Medium-small Airlines 
Delta 
Braniff 
National 
Small Airlines 
Western 
Chicago & Southern 
Midcontinent 
Very Small Airlines 
Northeast 
Continental 
Colonial 
Inland 


8,504 
3,684 
1,268 
3,140 


(2,874) 
(2,715) 


Revenue Load Factor 
Per Cent 
1949 1950 
57.2 


1950 


22,049 
13,099 
5,389 
8,635 


66.8 
59.1 
61.0 
52.6 


(6,017) 
(814) 


53.6 
49.7 


1,007 
565 
1,041 


51.1 
49.2 
47.2 


235 
(739) 
(806) 


56.7 
54.9 
50.9 


(1,337) 51.7 
(1,242) 45.4 
(1,482) 43.0 


(219) 49.5 


*After mail-pay adjustments shown in Tables I and II. 
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publicly regulated and supported in- 
dustry. But since the proposed mergers 
are largely end-to-end mergers, there 
would be no reduction of competition 
in the major traffic markets of the 
country. As a matter of fact, as can 
be ascertained from studying the 
effects of such a merger program on 
the 100 top traffic pairs of cities, 
between which nearly 50 per cent of 
the airline traffic flows, the result 
would be to slightly increase the level 
of competition. At present the aver- 
age number of carriers serving each 
of the top ranking pairs of cities is 
2.2. After even so complete a merger 
program as suggested above, the 
average number of carriers serving 
each of the pairs would be approxi- 
mately 2.7. 


| heer if the Civil Aero- 
nautics Board were to undertake 
any such merger program, it should 
at the same time review the need for 
airline service at many points in the 
country. Of the 430 points served 
by all domestic carriers in 1949, 100 
generated 93 per cent of the traffic 
and 200 generated 98 per cent. While 
the trunk-line carriers only served 
324 of the 430 cities, the remainder 
being served by the feeder lines and 
the territorial lines, there is some 
question as to the economic need for 
service to fully half of the cities now 
certificated for airline service. Per- 
haps it is time for the board to re- 
view its policy of too generously 
passing out airline service to com- 
munities, many of which can hardly 
justify it either from an economic or 
a public interest point of view. 
Moreover, if a merger program is 


to be undertaken, it cannot be on the 
basis of that attempted for the rail- 
roads by the Transportation Act of 
1920. That consolidation program 
was placed on a voluntary basis, and 
experience has proved that this is in- 
effectual because of the lack of motive 
for managements to allow themselves 
to be eliminated through consolidation. 

If a program of mergers is neces- 
sary to remove the need for subsidies 
on the part of the trunk-line air car- 
riers, as seems so clearly to be the 
case, it should not long be left to 
voluntary action. Unlike the case of 
railroad consolidation, the Civil Aero- 
nautics Board has a weapon which it 
can use to force mergers if it will. Be- 
fore granting mail-pay subsidies, the 
board is charged by law to assure 
itself that the carriers are economi- 
cally and efficiently managed. Its 
power to withhold mail pay is highly 
discretionary, And a threat to with- 
hold pay would seem to be an ample 
tool to force desirable airline mergers. 


I. appears to be the duty of the Civil 
Aeronautics Board to study this 
means of eliminating dependence of 
the domestic airline industry on mail 
pay. It must come up with a plan and 
it must let the industry know what 
kinds of merger programs will be ap- 
proved. There is growing in the in- 
dustry a conviction that mergers may 
be the answer to the subsidy problem. 
According to the aviation press, the 
board is studying this problem and 
there may soon be some policy de- 
terminations along these lines. It will 
be interesting to see whether this 
regulatory commission will attack the 
problem completely and decisively. 
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Hardest Working River in 
The Nation 


Electric utility and paper companies along the Wis- 

consin river have proved that river control need not 

be provided by government. Under state regulation 

a series of 21 controlled reservoirs and 26 hydroelec- 

tric plants, privately financed, have harnessed the 
river and put it to work for mankind. 


By M. H. FRANK* 
EXECUTIVE VICE PRESIDENT, WISCONSIN POWER & LIGHT COMPANY 


SHORT distance upstream from 
A the fabled Dells are two new 
dams across the Wisconsin 
river, The generators in the massive 
brick powerhouse atop Petenwell 
dam, completed in the summer of 
1949 draw 20,000 kilowatts of elec- 
tric power from the river. The Castle 
Rock dam, between Petenwell and the 
Dells, completed just eight months 
ago, produces 15,000 kilowatts. 
Taken by themselves, these two 
dams may not be news, but they do 
not stand alone. Petenwell and Castle 
Rock are the twenty-fifth and twenty- 
sixth hydroelectric developments on 
the Wisconsin river, and with the 
other twenty-four, up and down the 


*For additional personal note, see “Pages 
with the Editors.” 
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river, they have made the Wisconsin 
the “hardest working river in the na- 
tion.” 

Perhaps you’re skeptical and ask, 
“What about the Tennessee and the 
Columbia river developments? What 
about the other mammoth Federal 
government power projects?” Well, 
the people of Wisconsin back up their 
claims with these arguments: 

1. The machines installed in the 
hydroelectric plants along the river 
develop 95 per cent of the ultimate 
capacity of these sites. 

2. The reservoir system bolsters 
minimum flow, thus insuring the sur- 
vival of fish, and in the same way 
lowers maximum flow so that there 
has been no serious flood along the 
Wisconsin for decades. 
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3. Each year the power companies 
on the Wisconsin river contribute 
heavy taxes to local, state, and Federal 
governments. For the year 1950 the 
business-managed tax-paying utilities 
contributed over 19 cents out of each 
revenue dollar. TVA contributed 4.27 
cents out of each revenue dollar for 
the year 1950. TVA sells energy for 
less average price per killowatt hour 
than the taxes paid per kilowatt hour 
by business-managed tax-paying com- 
panies on the Wisconsin river. 

4. All of the 21 reservoirs in the 
Wisconsin river system double as 
popular recreational areas, providing 
swimming, boating, fishing, and hunt- 
ing facilities which are visited yearly 
by hundreds of thousands of vaca- 
tioners, 

5. Stagnation and pollution prob- 
lems have been lessened; the reser- 
voirs have a complete change of water 
at least once a year. In addition, fast- 
flowing water in passing over the 
dams picks up oxygen, the washrag 
rivers use to scrub themselves. 

6. Special facilities for weather, 
water, and soil research have been 
made an integral part of the river 
system, and five separate organiza- 
tions now carry on such research ac- 
tivities in the river valley. 


Brn organization primarily re- 
sponsible for this vast develop- 
ment is the Wisconsin Valley Im- 
provement Company, a unique co- 
operative association of private water- 
power users. 

But to understand how the Wiscon- 
sin river plan was conceived and made 
effective, it is necessary to review its 
history. 

The Wisconsin river rises in Lac 
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Vieux desert at the Wisconsin-Mich- 
igan line, and winds its way 450 miles 
to its confluence with the Mississippi 
at Prairie du Chien. In that distance 
the river drops 1,050 feet. Its drain- 
age area is approximately 13,000 
square miles. 

In the early 1800’s, the vast virgin 
forests of northern Wisconsin at- 
tracted swarms of pioneers. Trees by 
the millions—mostly pine—were felled 
and trimmed, and since water was the 
only effective means of transporta- 
tion, these logs were hauled or skid- 
ded to the banks of the Wisconsin 
river and other streams and floated 
to the mills. 

But rivers could not be depended 
on the year ’round. Logging crews 
had to work hardest in the winter, for 
the only time the water level was high 
enough to move the logs was after the 
spring rains and thaws. 

As the years passed it was found 
that even the spring floods were not 
always sufficient to float the logs 
downstream. Often the logs piled up 
in the rocky upper reaches of the rivers 
or on the sand bars farther south. The 
first solution attempted was to build 
dams across the mouths of tributary 
streams. A number of such dams were 
built, some temporary log structures, 
others of more permanent construc- 
tion. The lakes formed by the dams 
thus became storage reservoirs from 
which extra water could be released 
into the rivers by opening the flood- 
gates at the time of the spring log 
drive. 


HUS the beginnings of river con- 
trol are seen in the first small 
log dams built near sawmill sites in 
the middle 1800’s. The first of these 
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A Self-liquidating River 
. the Wisconsin river works hard and it works effectively. It serves 
those who live near it and, indirectly at least, it serves the people of the 
entire state. This it has done for forty years. And it has paid and ts pay- 
ing its own way. The Wisconsin boasts a comprehensive, integrated, 
substantially complete, privately financed, and state-regulated river de- 
velopment. Every year, the Wisconsin pays its taxes, local, state, and 
Federal.” 





dams was located at Wausau in 1840, 
at Mosinee in 1842, at Stevens Point 
in 1845, and at Merrill in 1847. Be- 
tween 1850 and 1890, nine more stor- 
age dams were built, all of them con- 
trolled by individual companies. But 
the reservoirs had to be combined into 
a single system if they were to be 
effective. 

Thus, in 1907, by an act of the 
Wisconsin legislature, the Wisconsin 
Valley Improvement Company was 
born, This is the organization respon- 
sible for the multipurpose develop- 
ment one sees today when he tours the 
Wisconsin river valley. To begin its 
operation, the company took over and 
rebuilt all of the original logging dams 
on the headwater lakes of the Wiscon- 
sin. At that time there were nine of 
these controlled-lake reservoirs, but 
more were needed. Consequently, in 
1917, the company built the first of 


819 


its large artificial lakes, the Rice Res- 
ervoir, also known as Lake Nokomis, 
on the Tomahawk river. In 1922, 
Spirit Reservoir was built. In 1926, 
Willow Reservoir was constructed 
on the Tomahawk river, and, in 1935, 
Rainbow Reservoir, on the Wisconsin 
river, northwest of Rhinelander. In 
1937, the Eau Pleine Reservoir, 
southwest of Mosinee on the Wiscon- 
sin, was finished. In addition to these 
five large artificial reservoirs, seven 
more controlled-lake type reservoirs 
have been added since the company 
began operations, a total of 21 reser- 
voirs. Each is equipped with a perma- 
nent dam. 


Sera are a number of interesting 
side lights to the construction and 
operation of certain reservoirs. At 
Burnt Rollways in northern Wiscon- 
sin, a marine railway is maintained 
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which transports boats over the dam 
so that excursion parties may pro- 
ceed from the lower into the upper 
Eagle river chain and back again. 
Burnt Rollways received its name 
from an early lumbering operation in 
which an entrepreneur started his 
business on a shoestring. Some of his 
employees, disgruntled by the uncer- 
tain and low pay they received, set 
fire to the rollways on which the logs 
were piled waiting for the spring floods 
and burned them all. 

Burnt Rollways isn’t the only reser- 
voir to have a romantic name. In ad- 
dition to these already mentioned, the 
following lakes serve the state: Twin 
Lakes, Buckatahpon, Long-on-Deer- 
skin, Little Deerskin, Lower Nine 
Mile, Seven Mile, Sugar Camp, Little 
St. Germain, North Pelican, South 
Pelican, Vieux Desert, Minocqua, and 
Squirrel Lake. 

The. Wisconsin Valley Improve- 
ment Company also has begun acqui- 
sition of land for an ambitious new 
project, a reservoir which will be 
second in size only to Lake Winne- 
bago, the state’s largest body of water. 
This reservoir, to be named for the 
company’s most recent past president, 
George W. Mead, will increase the 
system’s present storage capacity by 
50 per cent. The present storave ca- 
pacity of the reservoir system is 17 
billion cubic feet. If this quantity of 
water were frozen into a column three 
feet, nine inches square, it would 
reach from the earth to the moon. 


ee power production along 
the river has grown with com- 
mensurately rapid strides since the 
reservoir system was originated. With 
a larger, dependable supply, the com- 
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panies co-operating in Wisconsin Val- 
ley Improvement Company have re- 
built and enlarged most of the old 
dams and have added ten new ones. 
The Prairie du Sac dam of the Wis- 
consin Power & Light Company is 
the largest in the state, At Grand- 
father Falls, a series of rapids 
rather than a falls, the Wisconsin 
Public Service Corporation replaced 
the old low-head dam with a pair 
of huge penstocks (pipes) that carry 
the entire river clear around the 
rapids and drop it onto the water- 
wheels in a single 95-foot leap. In 
1946, one of the better recent water 
years, a total of 764,000,000 kilowatt 
hours of electricity was produced by 
hydroelectric installations along the 
river. This amount of energy could 
have been generated by steam tur- 
bines, of course, but it would have 
taken about one-half million tons of 
coal to do it. 

The power dams along the river re- 
ceive two important services from 
Wisconsin Valley Improvement Com- 
pany, The first is flood protection. 
During peak flows, the reservoirs 
above the plants make possible a de- 
laying action which considerably de- 
creases the amount of water to be re- 
leased through the spillways of the 
dams. 

The second major service is to 
provide a steady and sustained flow 
to the plants. Records made at dif- 
ferent times in the year indicate how 
important this can be. During one 
period of very low water in July 
and August, 42 per cent of the flow 
was from storage. In some winter 
months water from the reservoirs 
comprises 50 per cent or more of 
the total flow of the river. 
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Through the release of storage 
water as needed, the plants are able 
to maintain constant pond levels, re- 
sulting in higher operating efficiency. 
If the Wisconsin Valley Improve- 
ment Company had not created facili- 
ties for storing and releasing water, 
the power companies on the river 
would require additional stand-by 
steam plants to be utilized in periods 
of low water. 


ys ston important aspect of the 
Wisconsin plan for river de- 
velopment is its research program. At 
the present time, the U. S. Weather 
Bureau, the U. S. Geological Sur- 
vey’s research surface water division 
and ground water division, the U. S. 
Department of Agriculture Soil Con- 
servation Service, the University of 
Wisconsin’s experiment station, and 
the Wisconsin Valley Improvement 
Company all carry on research along 
the river valley. 

Winter hydrology research centers 
around Rainbow Reservoir. There, 
wind direction and velocity are re- 
corded and precipitation is measured 
in three ways. Relative humidity and 
temperature are recorded continu- 
ously, as well as temperature one 
inch, three inches, and six inches be- 
low ground. Soil temperatures and 
moisture are measured daily, at 
intervals down to a depth of five 
feet, by a thermocouple and gypsum 
block installation. A 48-inch land 
evaporation pan has been installed to 
supplement an 11-year record taken 
from lake evaporation pans. 

Still another important aspect of 
the program, though not an integral 
part of it, is “Trees for Tomorrow, 
Inc.,” an agency to promote reforesta- 
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tion and scientific tree cropping 
throughout the river valley. When 
Wisconsin’s virginal forests were 
felled and the land cleared, many 
natural ground reservoirs were de- 
stroyed. Rain water runs quickly off 
of cleared land, To meet the problem 
thus created, one of the obvious reme- 
dies is to put trees back onto land 
which is now idle, or which will not 
support farming. 

For over twenty years the mem- 
ber companies of the Wisconsin Val- 
ley Improvement Company have been 
reforesting their lands. Thirty-five 
million trees have been planted on 
300,000 acres, and the new projects are 
being launched continually. 

“Trees for Tomorrow,” which was 
started in 1944, assists farmers and 
other private landowners to plant and 
harvest trees as a crop. Today, 


through its efforts, over 3,500,000 
trees have been planted on private, 
noncompany lands, and scores of Wis- 
consin schools now maintain forests 
as living conservation demonstrations 
and future sources of income. 


HE Wisconsin Valley Improve- 

ment Company, to which every 
valley company that uses water power 
to generate electricity or turn water- 
wheels must belong, has eleven stock- 
holders. Three are public utilities, the 
Wisconsin Public Service Corpora- 
tion, serving northeastern Wisconsin, 
the Wisconsin Power & Light Com- 
pany, whose lines reach into over 320 
towns and rural communities in the 
central and southern part of the state, 
and the Wisconsin River Power Com- 
pany, owner of the new dams at 
Petenwell and Castle Rock. The other 
stockholders are paper companies. 
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These are: Rhinelander Paper Com- 
pany, National Container Company, 
Marathon Corporation, Mosinee 
Paper Mills, Consolidated Water 
Power & Paper Company, Nekoosa- 
Edwards Paper Company, Tomahawk 
Paper Company, and Whiting Plover 
Paper Company. 

The Wisconsin Valley Improve- 
ment Company is financed entirely 
by private capital. There is no govern- 
ment subsidy. The company is a non- 
profit organization, whose costs of 
operations are totaled every six months 
and paid by the stockholders. These 
charges are apportioned to each dam 
on the river in direct ratio to the head 
developed there and the maximum 
amount of water that can pass through 
its waterwheels. 

The investment of the Wisconsin 
Valley Improvement Company in its 
property now totals well over $2,000,- 
000. The company, like any other 
privately owned corporation, pays 
heavy local, state, and Federal taxes. 
Of the tolls collected each month by 
the company, 31 per cent goes for 
taxes. 


H important is the Wisconsin 
river development? Well, with- 
out power from the river, the Wis- 
consin river valley could not furnish 
a decent living for half of its popula- 
tion, which now numbers over 615,- 
000. Part of north-central Wisconsin 


is poor land. Dairying is the most in- 
tensive kind of farming the soil will 
carry. Settlers cleared much land 
which should never have been farmed 
at all. The only important mineral 
resource of the area is a single deposit 
of roofing gravel. But abundant water 
power gives the valley families two 
kinds of pay envelopes, one in dairy- 
ing and one in a factory, most often 
in a paper mill. 

Yes, the Wisconsin river works 
hard and it works effectively. It serves 
those who live near it and, indirectly 
at least, it serves the people of the 
entire state. This it has done for forty 
years. And it has paid and is paying 
its own way. The Wisconsin boasts 
a small profit on the risk capital 
stantially complete, privately financed, 
and state-regulated river development. 
Every year, the Wisconsin pays its 
taxes, local, state, and Federal. Every 
year, the Wisconsin stays where it 
belongs and maintains a remarkably 
even flow while doing it. Every year, 
the Wisconsin provides fine recrea- 
tion areas, Every year, the Wisconsin 
develops a generous flow of depend- 
able, economical electric power to the 
industries, farms, and homes along its 
banks, Every year, the Wisconsin pays 
a small profit on the risk capital 
which has been invested to achieve 
all this. The Wisconsin river is truly 
the servant of all the people of the 
state. 





“O F course, it’s easier to bow the knee as long as the hand is filled. 
But that attitude would never have won our independence back 
in 1776. And it might be said that it will not maintain our internal in- 
dependence and freedom if we continue to look more to government and 
less to ourselves for the solution to our problems.” 
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(California Enterprise) 


&22 





Utility Cases before the 
U. S. Supreme Court 


A review of some of the important utility cases 
recently decided, or likely to be decided soon, by the 
highest Court. 


By JOSEPH E. FINLEY* 


wo decades ago, the U. S. Su- 
preme Court docket was heavily 
weighted with important public 
utility cases. The advent of Federal 
activity in the field of public power 
projects, loans, and grants-in-aid of 
such activity, and the controversial 
regulation of holding companies, not 
to mention miscellaneous rate reduc- 
tion and valuation cases—all these fac- 
tors combined to make the Court look 
long and hard at the utilities. 
Within the past few years, all this 
has been changed. The public power 
legislation of the New Deal and the 
regulatory reforms have been tested 
and accepted. Rate case problems were 
largely thrown back into the laps of 
the regulatory commissions, under a 
progressive line of decisions, which 


*Legal writer, Arlington, Virginia. 
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culminated with the Hope Natural Gas 
Company Case in 1944. During the 
past year, and during the current term 
which began last October, only a hand- 
ful of cases challenge serious public 
utility attention. But such as they are, 
they merit the attention given them. 
This is particularly true of two mat- 
ters likely to be decided during the 
current term—the District of Colum- 
bia transit radio case and the so-called 
Roanoke Rapids Case, not yet filed for 
appeal. A third outside possibility, 
more likely to go over to the next Oc- 
tober term, is the celebrated Phillips 
Petroleum Company Case now being 
appealed from the Federal Power 
Commission to the District of Colum- 
bia Court of Appeals. 

How about last year? Aside from 
the public utility antistrike law cases 
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(which knocked out a Wisconsin 
decision attempting to outlaw strikes 
by public utilities)’ only two major 
decisions strictly within the field of 
utility regulation found their way to 
the highest Court. In both of these, the 
state commissions scored two notable 
victories before the U. S. Supreme 
Court in the uncertain, shifting strug- 
gle for their right to regulate the nat- 
ural gas industry. But the pipeline 
companies that carry natural gas to 
15,000,000 users will have to wade 
through several more legal ordeals be- 
fore a clear line is finally drawn be- 
tween the exact authority of the state 
agencies and the Federal Power Com- 
mission. 


HE states can be sure now they 

have the authority to require an 
interstate pipeline to obtain a state cer- 
tificate of convenience and necessity 
before selling direct to industrial 
consumers in any state. At the produc- 
ing end of the process that takes gas 
from the ground to the burner tip, the 
states have won the right to set their 
own minimum wellhead prices. At 
least this much has been settled by 
the rulings of the nation’s high jus- 
tices. But the implications of those rul- 
ings, how far they can be extended, 
remain unsettled. 

When the Michigan Public Service 
Commission won its case from Pan- 
handle Eastern Pipe Line Company, 
it brought to an end the company’s 
6-year battle, in and out of the courts, 
and before the Federal Power Com- 
mission, for the right to sell direct to 


1 Amalgamated Association of Street, Elec- 
tric Railway & Motor Coach Employees of 
America v. Wisconsin Employment Relations 
Board, 88 PUR NS 165. 
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industrial consumers in the Detroit 
area.* Panhandle started its expansion 
efforts back in 1945 by making a con- 
tract to supply natural gas direct to the 
Ford Motor Company’s Dearborn 
plant. Now, the Court says, the Michi- 
gan commission has at least the right 
to examine the situation, in the process 
of certification proceedings, before al- 
lowing such direct sales to take place. 

As a result, every interstate pipeline 
must now face the possibility of even 
being denied a certificate of public con- 
venience and necessity for selling with- 
in a state on terms determined by the 
regulatory commission. 


| ees which had been supply- 
ing all the natural gas for the 
Michigan Consolidated Gas Company 
for its Detroit sales, made its decision 
to expand after the war. The Ford 
contract, secured in October of 1945, 
was the first step. Then it needed per- 
mission to lay and operate its pipelines 
into the Dearborn plant, and, to get it, 
offered to pay the city of Detroit for 
this right. 

Since Michigan Consolidated, al- 
ready committed to general utility 
service in the Detroit market, faced a 
serious loss of business, it moved im- 
mediately to stop Panhandle’s market 
expansion with a cease-and-desist or- 
der from the state commission. With- 
out attempting to get a certificate, 
Panhandle moved into a state trial 
court and obtained an injunction 
against the commission’s order on the 
legal ground that it was a prohibition 
on interstate commerce. 

The lower court injunction against 
the public service commission was 


2 Panhandle Eastern Pipe Line Co. v. Michi- 
gan Public Service Commission, 89 PUR NS 1. 
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Regulatory Appeal Is Falling Off? 


well ies decades ago, the U. S. Supreme Court docket was heavily 
weighted with important public utility cases. The advent of Fed- 
eral activity in the field of public power projects, loans, and grants-in- 
aid of such activity, and the controversial regulation of holding com- 
panies, not to mention miscellaneous rate reduction and valuation cases 
—all these factors combined to make the Court look long and hard at 
the utilities. Within the past few years, all this has been changed.” 





reversed by the Michigan Supreme 
Court and Panhandle appealed to the 
nation’s high Court. In a 7-to-2 deci- 
sion, Panhandle lost the last round. 
What is involved here is a matter of 
state regulatory policy. One guiding 
principle of regulation in many, if not 
most states, has been to give to a sin- 
gle utility company, the operating 
rights (or “monopoly,” to use a harsh- 
er word) in a given area, but to hold 
such utility to a full service obligation 
in that area. If more service were 
needed, the utility could be compelled 
to provide it, rather than bring in an 
additional competitive utility which 
might result in wasteful duplication of 
facilities. Regardless of what the 
Michigan commission may decide to 
do on the question of direct industrial 
sales in the Detroit area, the Panhan- 
dle decision would seem to confirm the 


825 


state authority to determine what its 
policy ought to be in such a situation. 


QO’ course, there is the recent com- 

plication of emergency controls, 
whereby the Petroleum Administra- 
tion for Defense might order any gas 
pipeline utility to serve or cease to 
serve a given area or class of custom- 
ers, where the national defense effort 
required such extraordinary Federal 
regulation. 

The fundamental problem in the 
case, as pointed out by the Federal 
Power Commission in its amicus 
curiae brief, is the possibility of con- 
flict between state orders and FPC 
orders. If the FPC had granted Pan- 
handle’s request and the Michigan 
Public Service Commission had denied 
it, who would have prevailed? Con- 
versely, if Michigan had approved 
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Panhandle’s plans and the FPC denied 
its authority to lay pipelines, would the 
company have been able to proceed? 
The Federal Power Commission is 
convinced that its authority, under the 
Natural Gas Act of 1938, is superior 
to Michigan’s rights. But under this 
holding, Michigan can still go ahead 
and pass on Panhandle’s request, re- 
gardless of what action may be taken 
by the FPC. 

Although congressional action 
would be supreme, Justice Minton 
pointed out that Congress had occu- 
pied only a part of the field when it 
passed the Natural Gas Act. That 
states had a right to regulate rates of 
pipeline companies had already been 
decided, of course, in the Panhandle 
Indiana case of 1947.8 With that 


precedent, it was easy to hold that 


states have a further right to control 
sales through certificates of public con- 
venience, which further implies the 
power to deny such certificate. There 
was no discrimination against inter- 
state commerce, according to the 
Court, because Panhandle could still 
sell to Michigan Consolidated, as it 
had before. 

The other leading decision of the 
past term was a continuation of two 
cases coming out of Oklahoma. The 
Court, without dissent, approved the 
state commission’s right to fix mini- 
mum wellhead prices of natural gas, to 
give the states their other triumph. 
Cities Service Gas Company and Phil- 
lips Petroleum Company challenged 
Oklahoma’s fixing of prices in the 
great Guymon-Hugoton field, but lost 
every round of their legal fight. 


8 Panhandle Eastern Pipe Line Co. v. Indi- 
o-_ Public Service Commission, 71 PUR NS 
97. 
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pe authority over natural gas 
fields has always been justified by 
courts of law on the grounds that 2 
state has a right to prevent waste of 
its natural resources. But now that 
physical waste of natural gas has been 
brought fairly well under control by 
state regulations, the Oklahoma Cor. 
poration Commission turned to the 
prevention of economic waste as a new 
justification for regulation, and this 
was upheld.‘ 

Cities Service, with control over the 
majority of wells in the Guymon- 
Hugoton field, had been producing gas 
near acreage owned by the Peerless Oil 
& Gas Company, one of the smaller 
producers in the field. In addition, the 
pressure in the Cities Service area was 
considerably lower than that under 
Peerless, causing alleged drainage. 
Peerless offered to sell its output to 
Cities Service. Wellhead prices had 
been running from 3.6 to 5 cents per 
thousand cubic feet and Cities Service 
offered to pay Peerless 4 cents for all 
of its output. 

Dissatisfied with this offer, Peerless 
turned to the Oklahoma Corporation 
Commission and asked for price fixing 
and an order compelling Cities Service 
to buy its gas. At the commission hear- 
ings, testimony was taken to the effect 
that low prices contributed to an ur- 
economic rate of depletion and that the 
economic waste of gas was promoting 
“inferior” uses. Concluding that gas 
was being taken at a price below its 
economic value, the commission fixeé 
the wellhead price at 7 cents per thow- 
sand cubic feet and ordered Cities to 
take ratably from Peerless under : 


4 Cities Service Gas Co. vu. Peerless Oil & Gas 
Co. 87 PUR NS 41; Phillips Petroleum Co.° 
State of Oklahoma, 87 PUR NS 48, 
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formula established by the commis- 
sion. 


i pam case marks the clean-cut tri- 
umph of the “economic waste” 
theory. There was no evidence before 
the Oklahoma commission of any 
physical waste in the Guymon-Hugo- 
ton field. In fact, the commission’s 
own witnesses testified that the state 
conservation laws were being obeyed. 
Although the Oklahoma statutes 
passed back in 1915 to protect the 
state’s natural gas supply said nothing 
about economic waste, the Oklahoma 
Supreme Court said that economic 
waste was within the “contemplation” 
of the statute. The U. S. Supreme 
Court refused to interfere with the 
siate court’s interpretation of its own 
laws. 

Mr. Justice Clark, writing for the 
Court, said there was clearly a legiti- 
mate local interest in Oklahoma’s ac- 
tions. It had a right to prevent rapid 
and uneconomic dissipation of one of 
its chief natural resources. He men- 
tioned the strong national interest in 
problems of natural gas, but remarked 
that the wellhead price of gas is but 
a fraction of the price paid by domestic 
consumers at the burner tip. He then 
concluded, “In any event, in a field of 
this complexity with such diverse in- 
terests involved, we cannot say that 
there is a clear national interest so 
harmed that the state price-fixing or- 
ders here employed fall within the ban 
of the commerce clause.” 

The Phillips Company, challenging 
the same order in a companion case 
argued and decided with the Cities 
Service decision, owned leases in the 
Guymon-Hugoton field and obtained 
its natural gas as a by-product of gaso- 
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line and other liquid hydrocarbons. It 
based its argument on the fact that it 
was a producer, not a purchaser, and 
there was no public interest or monop- 
olistic practices involved. Both the 
Oklahoma and United States Supreme 
courts rejected this claim, saying the 
connection between the price obtained 
and conservation applied to all pro- 
ducers in the field. 

This case adds more complexity to 
a problem that has bothered pipeline 
company officials for a long time, and 
will, of course, ultimately affect every 
natural gas utility in the nation. The 
Cities Service decision establishes the 
fact that producing states can set their 
own wellhead prices. The Federal 
Power Commission establishes rates 
for the interstate pipelines. Already in 
a case involving Northern Natural Gas 
Company, the statutory price fixed by 
the state of Kansas has been intro- 
duced as evidence of cost of gas in a 
proceeding before the FPC—in con- 
trast to the commission’s established 
supervision by principal of requiring 
evidence of actual production cost. 


5 he Supreme Court decided two 
other utility cases at its last term 
which are of passing interest to the 
profession. 

In an old-fashioned damage suit, 
Montana-Dakota Utilities Company 
received a technical procedural re- 
verse, after it had gained a judgment 
for more than three-quarters of a mil- 
lion dollars against the Northwestern 
Public Service Company, in a Federal 
district court.’ Montana-Dakota had 
charged that Northwestern, because of 


5 Montana-Dakota Utilities Co. v. North- 
western Public Service Co. 88 PUR NS 129. 
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interlocking directorates, had wrong- 
fully deprived it of fair rates on ex- 
changes of electricity from 1935 to 
1945. 

Mr. Justice Jackson, writing for 
the Court in a 5-to-4 decision, threw 
the action out of Court. If Montana- 
Dakota was complaining about unfair 
rates, Jackson said, its remedy was 
with the Federal Power Commission, 
not in a damage suit in a Federal court. 
If it was relying on fraud, the Federal 
Power Act made no provisions for 
such suits and a state court was the 
proper place to bring the action. The 
dissenters, led by Mr. Justice Frank- 
furter, said that the Federal Power 
Act, in making unreasonable rates 
against the law, provided a way for 
one utility company to sue another. 

As far as the forthcoming term is 
concerned, the transit radio appeal,® 
involving the Capital Transit Com- 
pany, was the only major case of util- 
ity interest definitely on the highest 
Court’s agenda. This involves the right 
of the Washington, D. C., transit util- 
ity to operate commercial radio pro- 
grams on its streetcars and busses, in 
alleged violation of the passenger’s 
constitutional right to a freedom of 
leisure while riding. The court of ap- 


6 Pollak v. District of Columbia Public Utili- 
ties Commission, 89 PUR NS 131. 


peals had ruled in favor of parties 
representing the protesting passengers, 

The important Roanoke Rapids 
Case involves the right of the FPC to 
award a hydroelectric license to a pri- 
vate utility (Virginia Electric & Pow. 
er Company) over the opposition of 
the Secretary of Interior. Decided in 
the Fourth U. S. Circuit Court of Ap- 
peals in favor of the FPC and rehear- 
ing recently denied, there remained at 
this writing some question as to wheth- 
er Interior would appeal and if so, 
whether the case could be heard in time 
for a final decision before the Court's 
recess next June—assuming, of course, 
that a review were granted (which is 
a pretty liberal assumption). 


| fens or no chance was seen that one 
other major FPC test case could 
get through the District of Columbia 
Court of Appeals for decision at this 
term. This was the 4-to-1 decision of 
the FPC that it has no jurisdiction 
over independent natural gas pro 
ducers, such as the Phillips Petroleum 
Company, under the Natural Gas Act. 
Appeals were expected to be taken, 
however, by the city of Detroit, and 
others who want FPC to regulate the 
rates of all producers of natural gas 
sold to pipelines for interstate supply 
of public utility distributors. 





a i older we become, the more we are impressed by the 
concept of economic security. Some think the govern- 
ment can give it. The government can give security only if 
it has something to tax. If it is to attain the security we want, 
the government may have to tax to the point of no return. 

“Where initiative and risk are killed, there can be no security 
short of slavery if there isn’t productive enterprise.” 
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—Harotp J. STONIER, 


Executive manager, American 


Bankers Association, 
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Is Interior Really a Public 
Utility? 


ow that the U. S. Circuit Court of 
Appeals has denied Interior’s mo- 
tion for a rehearing in the Roanoke 
Rapids Case, utility lawyers and a good 
many other people are beginning to won- 
der about the unusually frank position 
taken by the Interior in its brief. Denial 
of the motion was generally expected, of 
course, in view of the positive unanimous 
opinion of the appellate court to the effect 
that Interior had no interest (as a proper 
party to bring suit) in the question of 
whether the Federal Power Commission 
should grant a hydro license to Virginia 
Electric & Power Company. Interior in 
its brief, for motion for rehearing, main- 
tained that it does have an interest— 
inasmuch as it is a “competitor” of the 
Virginia Electric & Power Company. 
Interior also claimed an obligation, by 
virtue of its quasi utility status, to seek 
low-cost power to supply its preference 
customers. 

Those who remember the constitution- 
al litigation over Federal electric power 
activity in the days of the New Deal, were 
surprised by this admission that the gov- 
ernment is avowedly in the power busi- 
ness. 

In those days, government power 
agencies always contended that their elec- 
tric power operations were incidental to 
more obvious government functions 
(flood control, irrigation, etc.) author- 
ied by the “commerce” clause. 

For this very reason, earlier suits, by 
private companies (brought against the 
Tennessee Valley Authority and the sub- 
sequent loan-grant litigation) to invali- 
date government power operations, were 
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thrown out of court. The private electric 
companies could not persuade the courts 
that the government was a competitor in 
the public utility business—a position 
which Interior now concedes. 


O’ course, this dropping of all pretense 

of “incidental” power operations by 
Interior was not entirely unheralded. It 
was foreshadowed in the speech by Inte- 
rior Secretary Chapman to government 
attorneys last spring. At that time Chap- 
man revealed that the government agen- 
cies had found a new and broader basis 
for any government activity which might 
be supported under the “general welfare” 
clause of the Constitution. This was the 
so-called “Gerlach decision” of the U. S. 
Supreme Court, 339 US 725. 

The court confirmed its earlier opinion 
that the Flood Control Act of 1944 can- 
not be reasonably “construed as taking 
over for the United States the construc- 
tion of the Roanoke Rapids project.” The 
court further pointed out that the total 
capacity (91,000,000 kilowatts) Vepco 
plans to install “is being lost as long as 
the project is not constructed.” Such 
construction, “even though by private 
enterprise,” the court said, “adds just 
that much to the wealth of the country 
and the available electric energy so great- 
ly needed in this period of national 
emergency.” 

Assuming that a further appeal is 
taken, some members of the U. S. Su- 
preme Court may take a more sympa- 
thetic view of Interior’s role as a servant 
of the “general welfare” of the nation. 
But it seems evident that Interior is one 
government agency, at least, which has 
cut adrift from the old limited concept 
of “incidental” power operations. From 
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now on, we may expect Interior, in other 
cases, to follow the new line. 


HE Fourth U. S, Circuit Court of 

Appeals made short shrift of Inte- 
rior’s arguments about its obligations to 
serve its power customers. It pointed out 
that all of the power which the private 
company was seeking to produce is run- 
ning to waste by reason of the delay 
caused by Interior’s obstructionist litiga- 
tion. 

But there is more than a bare possi- 
bility that Interior Department lawyers 
have considered the delay factor in going 
through the motions of the petition for 
rehearing which the appellate court sat 
down on so hard. 

First, mere filing for rehearing stopped 
the clock running (ninety days) on the 
time necessary for filing appeals with the 
U. S. Supreme Court. Had Interior been 
anxious to take an appeal and get it dis- 
posed of promptly, it could have appealed 
directly from the court’s opinion. As mat- 
ters now stand, it will be March before 
the case is in order for the Supreme Court 
to decide whether or not a review will be 
granted—assuming that Interior takes 
an appeal. This would make it pretty 
close timing for the case to be heard 
before middle April. And if arguments 
were not completed by that time, chances 
are that the Court would let the case go 
over until the next October term. 

In the latter event, the case would 
come on to be heard during or shortly 
after the presidential election campaign 
of 1952. So, some of the Interior people 
might still be counting on a Truman vic- 
tory or other propublic power policy 
coming to the rescue of the administra- 
tion’s public power agencies in 1952, just 
as President Truman’s upset victory of 
1948 gave them fresh new life (and 
money ) following the 1948 election. Less 
optimistic observers would call this 
stretched-out timetable pretty much of a 
long shot parlay. But the Interior boys 
still remember what happened in ’48. 
Which may explain why they are playing 
all of their cards, so carefully and de- 
liberately. 
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CIO Committee to Study Public 
Ownership 
A” some of our own Labor Socialists 
losing a little ground in the CIO? It 
could be that a general trend recently 
reflected in the British Labor party’s de- 
feat in Great Britain is having some reper- 
cussions here. For public utility indus- 
tries in the United States, however, the 
activity of the CIO Utility Workers 
Union of America at the recent CIO 
convention in New York is significant. 
Up to now, a strong group of ivory-tower 
Socialists, who used to sit at the feet of 
Laski, were firmly in control of the 
policy-making level of the CIO. They 
have consistently dictated that organiza- 
tion’s antiutility and propublic ownership 
attitude. Previous opposition of the CIO 
Utility Workers Union has heretofore 
been outvoted or brushed aside. 

For the past three years, the Utility 
Workers Union has stubbornly taken the 
position that where private utility man- 
agement has dealt fairly with its union 
members, the national CIO antiutility 
policy is detrimental and embarrassing to 
the bargaining position of its own Utility 
Workers Union. This year, as in previous 
years, a CIO resolution endorsing “au- 
thorities” and public power projects was 
approved. But, behind the scenes, the 
Utility Workers managed to wangle a 
concession. Just before the convention, 
CIO President Philip Murray promised 
the Utility Workers Union that it would 
have some say in drafting the public pow- 
er resolution. Later on, Murray compro- 
mised. He appointed a special committee 
to consider CIO’s future position on pub- 
lic power and allied power questions. 

This new special CIO committee will 
be composed of six CIO vice presidents. 
They will meet with officials of the CIO 
Utility Workers Union, in the near fu- 
ture, in an effort to come to a permanent 
understanding on how far the CIO should 
go on matters affecting the enterprise 
status of the employees of Utility Work- 
ers Union members. The Utility Workers 
Union welcomed this opportunity because 
it thinks that the high CIO officials can 
be persuaded that they are doing the 
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cause of organized workers more harm 
than good in flirting with Socialism. The 
new committee of CIO vice presidents 
includes : Walter Reuther of the Automo- 
bile Workers ; James Carey of the Elec- 
trical Workers; Alan Haywood of the 
Steelworkers; Michael Quill of the 
Transport Workers; Emil Rieve of the 
Textile Workers ; and Jacob Potofsky of 
the Amalgamated Clothing Workers. 


FFHAND, that lineup would seem to 
be pretty heavily weighted on the 
left side. But Michael Quill and Alan 
Haywood know enough about the im- 
portance of industrial security as a basis 
for labor organization to lend a sympa- 
thetic ear to the Utility Workers Union. 
Even such theoretical Socialists as Wal- 
ter Reuther and James Carey are said to 
be taking a more realistic view to the 
effect that local unions, which have lived 
with and succeeded in getting along with 
certain industrial employers, ought to be 
left alone. That is all the Utility Workers 
want. But they do resent having their 
particular union-industry relations peri- 
odically shaken by outside top-policy 
CIO pronouncements written by theorists 
who know little or nothing about the in- 
dustries they would like to socialize. 


* 


Pushing up Rate Increases 
Wis over $100,000,000 in gas rate 


increase requests before it, the Fed- 
eral Power Commission is now receiving 
requests from gas companies, supplied by 
other companies seeking rate increases, 
to advance the date for the former’s rate 
requests to go into effect under bond. 
The reason : Most of these companies are 
supplied by transmission lines which have 
earlier rate increase requests already 
pending before the commission. The 
transmission companies will be permitted 
to put their increases into effect soon and 
the secondary company would then have 
to pay a higher rate until the suspension 
time ran on its own rate request and 
recoupment could begin. 
The commission last month denied 
three such requests. United Fuel Gas 
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Company of Charleston, West Virginia, 
sought to have the suspension period on 
its rate increase proposal expire on the 
same date as that of its supplier, Tennes- 
see Gas Transmission Company. In turn, 
the Ohio Fuel Gas Company, of Colum- 
bus, Ohio, and Central Kentucky Nat- 
ural Gas Company of Charleston asked 
to have their rate suspension periods co- 
incide with United Fuel, their supplier. 
Under commission procedure, a com- 
pany may put its new rate schedule into 
effect under bond if the FPC has not 
acted within a 5-month period. 

United Fuel contended that there 
would be a lag of about seven weeks dur- 
ing which time it would have to pay Ten- 
nessee’s higher rates without any possi- 
bility of recoupment. Ohio Fuel and 
Central Kentucky both pointed out that 
if United’s motion was granted, there 
would be a similar lag during which they 
would be paying United’s higher rate. 
The commission, in denying these mo- 
tions, said that no provision in the law 
is made for an earlier effective date, un- 
der these circumstances, even upon post- 
ing of a bond. 


* 


Aluminum Czar Named 


I* an effort to end an unhappy chapter 
of backing and filling in the aluminum 
expansion program, the Defense Produc- 
tion Administration, on order from De- 
fense Mobilizer Charles E. Wilson, es- 
tablished recently the office of an alumi- 
num czar with broad powers over the 
entire aluminum field. 

The new chief of the special aluminum 
division of the DPA, Samuel W. Ander- 
son, will be, in effect, the immediate 
recipient of the buck which has tended 
to pass from agency to agency and has 
delayed the program to increase the coun- 
try’s aluminum capacity. 

So far firm agreements have been 
signed—after much delay—for an ex- 
pansion of about 90 per cent over the 
pre-Korea capacity of 750,000 tons. It is 
understood that Mr. Wilson will press 
for another 40 per cent of the 90 per cent, 
or a total expansion of about 900,000 tons. 
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CWA Head Hits WSB Wage 
Curb 


OSEPH A. BEIRNE is president of the 

Communications Workers of America 
(CIO). He is also a representative of 
labor interests on the Wage Stabiliza- 
tion Board, a defense agency of the 
United States government, whose func- 
tion it is to control wages during the 
inflationary national defense emergency. 

At the November convention of the 
CIO in New York, a general rebellion 
against wage controls was voiced by most 
CIO leaders. Members were urged to 
use all means, inciuding the strike, to 
break through the wage barrier. 

Beirne, WSB representative, took the 
rostrum and was quoted as urging the 
general convention to go back home and 
negotiate wage increases “just as if there 
were no Wage Stabilization Board... 
without fear of any man or any conse- 
quences.” Critics of Beirne’s frank revolt 
against the WSB were urging at the 
convention’s closing that he ought to re- 
sign as labor representative on the WSB. 

The CWA leader and his followers 
apparently think that the present WSB 
wage increase formula—which limits 
over-all wage increases of about 124 per 
cent since January, 1950 (exclusive of 
fringe benefits )—will not be enforced by 
the administration if the labor unions 
freely use the strike weapon to obtain 
higher concessions. At the present time 
they are said to feel that the WSB is 
standing in the way of higher wages, 
which the unions could get by unrestricted 
bargaining with employers. As a result 
of this attitude in the CIO convention, it 
is believed that many wage increase re- 
quests in many industries will soon be 
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Exchange Calls 
And Gossip 


forthcoming, with the strike threat used 
unhesitantly despite the national emer- 


gency. 
> 


REA Telephone Loan Program 


¥ e Rural Electrification Adminis- 
tration telephone loan program is 
going through a “shakedown” period. 
The progress of loan applications, and 
construction work done as a result of 
loans already granted, is getting close 
scrutiny with an eye to streamlining the 
REA procedures in the most efficient 
manner possible. REA officials are open 
to suggestions from the industry on ways 
and means to accomplish this objective. 
Already some revisions in the loan 
contract form and the standard loan con- 
tract documents are under preparation. 
As an example, the revised loan contract 
will call for “reasonable” compliance with 
most of the terms of the loan contract. 
The insertion of the word “reasonable” 
will guarantee, according to REA spokes- 
men, borrowers against any “capricious” 
default rulings if borrowers do not strict- 
ly comply with these contract conditions. 
The omission of the word “reasonable” 
in the previous form was a technical over- 
sight, as reported by REA officials. 
There has been a relaxation of restric- 
tions governing the payment of dividends 
as a result of revisions in the loan docu- 
ments. Up until now, REA borrowers 
were obliged to maintain a 2-to-1 ratio 
of current assets versus current liabilities 
before dividends could be paid. As a re- 
sult of protests over this formula, REA 
is now rewriting the section of the mort- 
gage document dealing with dividends 
ar’ allowing dividend payments if the 
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balance of current assets over current 
liabilities is equal to or exceeds “one 
year’s debt service” on the loan. The term 
“one year’s debt service” is the annual 
amount due on the loan payment, plus 
interest. Generally speaking, this repre- 
sents an amount equal to “slightly over 
5 per cent of the loan.” 


HANGES are also due in the main- 
tenance stipulations of the rewritten 
loan documents, Standard industry prac- 
tice has been acceptable in the past. Now 


under the new terms a specific percentage 


of gross revenues must be used or re- 
served for maintenance. If this amount 
which is set aside exceeds or equals a 
higher percentage, then the surplus 
amount must be used for expansion of 
service or for prepayment on the loan. 
REA officials describe this provision as a 
protective measure to insure the main- 
tenance of the lines and equipment and, 
consequently, the soundness of the loan. 

REA officials report that construction 
by telephone companies and co-ops is 
moving along as well as can be expected, 
with the material situation as it is, About 
twenty borrowers have construction 
under way and at least another twenty 
have been cleared for “advance of 
money” and should start construction in 
the near future. REA claims that it is 
current with all requests for money ad- 
vances. 

Aside from the paramount material 
problem, another factor contributing to 
slow loan advances, according to REA 
officials, is routine state regulatory ap- 
proval of expansion plans of borrowers. 
In one instance, REA stopped money 
advances on one approved loan since ap- 
proved equipment bids indicated that the 
company would have to come back to 
REA for a deficiency loan to complete the 
expansion. The deficiency loan would 
probably be granted by REA but REA 
had to hold up the first loan until clear- 
ance could be obtained from the state 
commission on the second. Otherwise, 
there would be the possibility that a re- 
fusal by the state commission to approve 
the second loan would render the first 
loan unsound. 


Telephone-answering Devices 
Held to Be Foreign Attachments 


HE FCC has released a 45-page 

hearing examiner’s initial decision 
in denying the complaints of certain man- 
ufacturers of telephone-answering de- 
vices against filed tariffs of Bell and 
independent telephone companies. These 
tariffs prohibit the use of any such at- 
tachment to telephone lines unless fur- 
nished, installed, and maintained by the 
telephone companies themselves. 

In its conclusions, the decision by Ex- 
aminer Basil P. Cooper points out that in 
1950, approximately 98.8 per cent of all 
telephone messages transmitted over Bell 
system facilities were exchange and intra- 
state calls and 1.2 per cent were inter- 
state or foreign toll messages, but never- 
theless the FCC has jurisdiction in the 
proceedings. It was also concluded that 
there is “a present public need and de- 
mand for the use of a telephone-answer- 
ing device in connection with interstate 
and foreign telephone service” ; that the 
use of telephone-answering devices can- 
not be restricted to interstate and foreign 
telephone service inasmuch as the device 
cannot distinguish between interstate and 
local calls. 

On the main question, however, 
Cooper’s opinion denied the complaints 
and petitions of the equipment manufac- 
turers as to the unjustness and unreason- 
ableness of the “foreign attachment” 
provision, “subject, however, to the 
qualification that the foreign attachment 
provisions contained in the tariffs of the 
. .. telephone companies shall not be used 
or construed to prohibit the . . . subscrib- 
er from installing and using a telephone- 
answering device not furnished by the 
telephone company in any community or 
state in which the use of such telephone- 
answering device is authorized by the 
appropriate local regulatory agency or 
state commission.” 

Cooper’s decision will become effective 
December 24th, subject to FCC rules 
providing for filing of exceptions. Such 
a step, as well as court appeal, will prob- 
ably be taken. 
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The Natural Gas Industry 


mN interesting story on the natural 
gas industry appeared in the No- 
vember issue of Scientific American. 
Professor James J. Parsons, of the Uni- 
versity of California, pointed out that in 
terms of energy units the 6 trillion cubic 
feet of natural gas used in this country 
last year were equivalent to four times 
the amount of hydroelectric power gen- 
erated. Natural gas accounted for near- 
ly one-fifth of the nation’s total energy 
consumption from allcommercial sources. 
Natural gas may soon outstrip petroleum 
in relative importance in the national 
economy. 

The present proved reserves of gas 
now exceed 185 trillion cubic feet, which 
is equal in heat units to over 30 billion 
barrels of oil—5 billion more than the 
total proved reserves of petroleum. Also, 
gas reserves are increasing at a more 
rapid rate than those of oil and this 
seems likely to continue. Thus as oil be- 
comes harder to find gas will increasing- 
ly take its place, not only as a heating 
fuel but also as a source of gasoline and, 
many chemical products. Gas is already 
being converted into gasoline or diesel 
fuel on a commercial basis at the new 
Carthage Hydrocol plant in Brownsville, 
Texas. “The hydro carbons of natural 
gas,” Professor Parsons states, “can 
serve as raw material for a wide range 
of chemical products, including synthetic 
fibers, synthetic rubber, alcohol, plastics, 
insecticide, and ammonia fertilizers.” 


Financial News 
and Comment 


By OWEN ELY 


We now have 315,000 miles of natural 
gas pipelines in the country or more than 
the total mileage of all railroad lines. 
When the lines to New England are com- 
pleted early in 1952, every part of the 
country except the Pacific Northwest 
will be accessible to the gas transmission 
network. 


NE interesting development of recent 
O years is the fact that California, at 
one time the largest oil-producing state 
and also a heavy gas producer, in the 
past three years has been importing large 
amounts of gas from Texas and New 
Mexico. The state’s own natural gas oc- 
curs chiefly in the oil fields, and is now 
needed to maintain the pressure and pro- 
duction of the oil wells. As a result, 
Pacific Gas and Electric and other utili- 
ties have found it increasingly difficult to 
buy gas in their own state and are now 
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VALUE OF PUBLIC UTILITY SECURITY OFFERINGS 





TOTAL 


BY TYPE OF SECURITY 





CAPITAL 
F INANCING 


CommMoN 
STOCK 


Lonc-Term 
Desert 


PREFERRED 
STocK 





BY TYPE OF UTILITY: 
ELectric 
Gas 
TELEPHONE 
OTHER 


$ 40.675 $263,049 
61,172 73,563 
13,400 56,550 


3,715 . 





TOTAL 


$118,962 $393,162 





BY TYPE OF SALE: 
Pustic (Direct) 
PRIVATE 
SUBSCRIPTION 


$ 98,962 
19,000 
1,000 


$108,262 
1,689 
283,211 





TOTAL 


$118,962 $393,162 





BY PURPOSE OF SALE: 
New Money 
DiveSsTMENT 
REFUNDING 


$ 88,512 $387 320 
° 5,842 
30,450 e 





TOTAL 


$118,962 $393,162 





BY METHOD OF SALE: 
ComPETITIVE 867, 
NEGOTIATED 308, 

No UNDERWRITING 547, 
PRIVATE 452.966 


$ 4,000 $ 51,234 
95,747 208 , 863 
215 131,376 


432,277 19,000 1,689 











ToTaL $2,176,415 








$1,664,291 $118,962 $393,162 








Prepared by Ebasco Services, Inc. 


NINE MONTHS ENDED SEPTEMBER 30, 1951 


(1N THOUSANDS) 








forced to import over half their supply. 

Professor Parsons points out that it 
would have been much more economical 
to have used Texas gas for local indus- 
tries rather than to pipe it to New York 
or Chicago, where transportation costs 
make the cost ten times as high as at the 
Texas field. However, in this connection 
we might mention that Aluminum Cor- 
poration has set up a plant in Texas to 
burn gas to produce the huge amounts 
of electricity needed to refine the alumi- 
num. 


835 


Also, much of the gas piped to Chi- 
cago and New York and other big cen- 
ters is for residential rather than indus- 
trial use. 

Texas is now considering a minimum 
price law which would raise the price of 
gas and reduce its competitive advan- 
tages over coal and oil in distant markets. 
State regulatory bodies in Kansas and 
Oklahoma have recently fixed minimum 
prices in the field at 7 cents and 8 cents 
per MCF, as permitted by the recent U. S. 
Supreme Court decision in restricting the 
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powers of the Federal Power Commis- 
sion. 


a gas reserves amounting to 
over 8 trillion cubic feet have al- 
ready been located in Alberta, Canada, 
and new discoveries are expanding these 
reserves at a rapid rate. A Canadian sub- 
sidiary of the Texas Oil Company has 
applied for permission to build a 2,240- 
mile line from Edmonton and Calgary to 
Montreal—the longest gas line ever built. 
There are also several applications for 
lines to pipe gas from Alberta to the 
Chicago area and Pacific Northwest. 
Hence Canada may eventually take over 
part of the job of supplying gas to the 
northern part of this country. 

It is interesting to note that Ten- 
nessee Gas Transmission has considered 
building a $47,000,000 pipeline from 
Buffalo to the Canadian border, to con- 
nect with a new Canadian line which 
would serve Toronto and adjacent areas, 
although the application to the FPC has 
been temporarily withdrawn. This would 
seem to be “carrying coals to Newcastle,” 


though of course the Canadian gas re- 
serves are in the western part of the 
country and are still mainly undeveloped. 


Analysis of 1951 Utility 
Financing 

HE table on page 835 shows the 

amount of utility financing during 
the first nine months of 1951, as com- 
piled by Ebasco Services. Some conclu- 
sions to be drawn from these statistics 
are as follows: 

Total financing has apparently lagged 
somewhat as compared with last year, 
but underwriters are currently very busy 
with new offerings following the summer 
“recess,” so that it is quite possible that 
the year’s total may approach the 1950 
figures. Of the total nine months’ financ- 
ing, 76 per cent has been debt, 5 per cent 
preferred stock, and 18 per cent common 
stock. For the electric utilities alone the 
figures were 71, 4, and 25 per cent; for 
the gas companies 78, 10, and 12 per 
cent; and for the telephone companies 
86, 3, and 10 per cent. However, equity 


financing in the Bell system is accom- 
plished largely through sales of AT&T 
stock to employees and through steady 
conversion of the various convertible de- 
bentures. 

Regarding the type of sale, private 
sales (usually to institutions) accounted 
for 21 per cent of the total, applying 
principally to bonds. Of the common 
stock sales, 72 per cent were offered 
through the medium of “rights” to stock- 
holders, with the balance going directly 
to the public. (Only a fraction of one per 
cent was placed privately.) It looks as 
though about 54 per cent of subscription 
offerings of common stock were under- 
written and 46 per cent offered without 
such support. (This is on the assump- 
tion that the entire amount of common 
stock sold without underwriting belonged 
in the “subscription” bracket.) Of the 
total amount of securities sold through 
subscription — $700,000,000 — $415, 
000,000 was in debt, and this obviously 
represented American Telephone and 
Telegraph financing. 

Turning to “purpose of sale,” it may 
be noted that the raising of new funds 
accounted for almost all of this year’s 
financing, only about two per cent re 
flecting refunding operations and less 
than one per cent holding company or 
other divestments, Regarding the method 
of sale, slightly over half of all security 
offerings were underwritten. Of the lat- 
ter amount, 74 per cent were sold through 
competitive bidding and 26 per cent 
through negotiation with underwriters. 


> 


Highlights of Economists’ 
Forecasts 


HE National Federation of Financial 

Analysts Societies recently held its 
eastern regional conference, and the fol- 
lowing high lights of some of the talks 
may be of interest. 

Views differed on the outlook for infla- 
tion. Edwin B. George, economist for 
Dun & Bradstreet, said that he thought 
the outlook was not for inflation in 1952, 
and that we might well see some deflation. 
Henry Hazlitt, economist and author, be- 
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lieves that inflation is still dominant in 
the world, though deflationary forces 
may continue operative over the next 
eight months. The Federal government 
will prevent any significant deflation by 


putting more money into circulation, and 
he felt that three years from now the 
price level will be higher. Ragner D. 
Naess, investment counselor, thought 
that 1952 would be a good business year. 


e 


CURRENT UTILITY STATISTICS AND RATIOS 
Per Cent Increase 


Latest Latest 
Month 12 Mos. 


Latest Latest 
Unit Cost Month 12 Mos. 
Operating Statistics (September) 
Output KWH—Total 
Hydro-generated . 
Steam-generated .. 
Capacity (August) 
Peak Load (July) 
Fuel Use: Coal 


Bill. KWH 


Mill. KW 


wW 
w 
nN 
os 
aes 


15% 


ONS 


SES 


Mill, tons 
Mill. MCF 
Mill. bbls. 
Mill. tons 


Customers, Sales, Revenues, and Plant (August) 


KWH Sales—Residential Bill. KWH 
Commercial = 
Industrial 
Total, Incl, Misc. .. 
Customers—Residential 
Commercial 
Industrial 
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PP ddd 
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3: 
11 
26 
29 
4 
6 


Income Account—Summary (August) 
Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales 
Sales to Other Utilities 
Misc. Income 


Expenditures 
Fuel 
Labor 
Misc, Expenses 
Depreciation 
Taxes 
Interest 
Amortization, etc. ......cccccccece 
Net Income 
Preferred Div. (Est.) 
Bal. for Common Stock (Est.) .... 
Common Dividends ( Est.) 
Balance to Surplus ( Est.) 


Electric Utility Plant (August) 
Reserve for Deprec. and Amort. .... 
Net Electric Utility Plant 


Life Insurance Investments (January Ist-November 3rd) 
Utility Bonds an 


Utility Stocks 
Total 


_ 
OO > 
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Stock prices are conservative in relation 
to earnings and dividends, and have been 
for the past several years. The recent 
decline in stock prices was part of a nat- 
ural intermediate reaction, but we are 
not in a bear market. 

In the utility forum Graham Claytor, 
vice president in charge of operations of 
American Gas & Electric, said that there 
was no saturation of electric use in sight. 
Possibilities for the heat pump are tre- 
mendous. General Electric is now bring- 
ing out its first packaged unit (for win- 
ter and summer air conditioning) on a 
commercial basis, and volume production 
eventually will bring costs down. Where 
adopted, the heat pump will increase do- 
mestic consumption three to five times. 

He pointed out that the most modern 
steam-generating units are 50 per cent 
more efficient than the present average 
unit, requiring only .7 pound of standard 
coal per kilowatt hour generated. Further 
gains in steam efficiency are anticipated, 
and generating units up to 250,000 kilo- 
watts are now clearly visualized. One 
pound of coal equals 10,000,000 pounds 
of water falling one foot, and there has 
been little change in the efficiency of the 
hydroelectric turbine over the past forty 
years. The cost of transmitting a kilo- 
watt hour has been greatly reduced and 
transmission lines are now being built to 
carry 330,000 kilovolts. 


uGH CUTHRELL, president of Brook- 

lyn Union Gas Company, said that 
while present known gas reserves will 
last only about twenty-four years, future 
discoveries might make the supply 
adequate for the next thousand years. 
Nevertheless his company is spending in- 
creased time and money for research on 
manufactured gas production. They are 
now making 1,000 stu gas out of oil, 
that will soon be completely interchange- 
able with natural gas ; they are also work- 
ing on a similar program with coal but 
this may take ten years to complete. Gas 
of 1,000 stu can now be made at a cost 
of 60 cents per McF and he expects 
eventually to see the cost reduced to 
around 42 cents, the cost of storage gas. 
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Large Utility Capital Required 
In Proportion to Output 


Be chart on page 839 shows the 
number of dollars of invested capi- 
tal required to produce $1 of gas sales 
per month, as compared with the average 
manufacturing plant and retail business. 
Comparative figures for electric power 
companies are not given, but are esti- 
mated to approximate $46 per month. 
On an annual basis (as usually stated) 
the comparisons are as follows: 

Gas Utility 

Electric Utility 

Manufacturing Plant 

Retail Business 


These figures help to explain the tre- 
mendous amount of construction and 
financing necessary to expand electric 
and gas utility output, as compared with 
similar programs for other industries. 


” 


Importance of Analyzing Labor 
osts 


T has been generally assumed, perhaps, 

that because the electric utilities have 
been able to increase their output sharp- 
ly without a great increase in operating 
personnel, that their labor administration 
is quite efficient as compared with indus- 
trial standards. But this may not neces- 
sarily be the case. There are several fac- 
tors which may account for the utilities’ 
control over the number of employees: 
(1) It may be surmised that in the old 
days some utilities, particularly those in 
the larger cities, tied in their labor policy 
with local politics, and became over- 
staffed as a result; this oversupply has 
probably now been ironed out. (2) The 
integration of utility systems and the 
merger of utility companies have elimi- 
nated a considerable amount of person- 
nel. (3) Present-day labor is probably 
better trained initially for the job, 
through the setting up of training 
courses, etc. (4) There have been im- 
portant reductions in the amount of la- 
bor required to service generating plants, 
substations, etc., through improved de- 


838 








lutred 
ut 


WS the 
| Capi- 
S Sales 
verage 
siness, 
power 
e esti- 


FINANCIAL NEWS AND COMMENT 





GAS UTILITY SERVICE 


REQUIRES LARGE INVESTMENT 


AVERAGE 


GAS UTILITY 
$48.36 


AVERAGE 


AVERAGE MANUFACTURING 


RETAIL PLANT 
BUSINESS 
$4.68 


$9.72 


SOURCE: AMERICAN GAS ASSOCIATION 











signing and greater use of automatic con- _ sequently increased to 29,700 at Decem- 
trols, ber 31, 1950. During the 10-year period 
Consolidated Edison of New York, kilowatt sales increased from 7.2 billion 
largest utility in the world, reduced the to 11 billion. Thus “productivity” per 
number of its employees from 33,500 in employee rose from 225,000 kilowatts per 
1941 to 23,544 in 1944; the number sub- annum in 1941 to 370,000 kilowatts in 
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1950, an increase of 65 per cent. How- 
ever, during the same period the average 
weekly pay (including overtime and 
premium payments) rose from $39 to 
$69 and as a result the operating payroll 
advanced from $65,000,000 to $94,000,- 
000, an increase of 45 per cent. The la- 
bor cost of each kilowatt hour was 9.1 
mills in 1941, while in 1950 it was 8.6 
mills, a reduction of 6 per cent. How- 
ever, in the meantime, average kilowatt- 
hour revenues dropped from 2.92 cents 
to 2.74 cents, a reduction of 7 per cent. 
Thus, any economies obtained from bet- 
ter labor administration were fully passed 
along to labor and consumers, and were 
of no benefit to stockholders. Statistics 
for the country as a whole are not readily 
available, but it appears likely that Con 
Edison’s experience is more or less typi- 
cal of the entire industry. 


38-PaGE brochure, prepared by C. P. 
Guercken, was recently issued by 
Ebasco Services, Inc., entitled “Com- 
parative Analysis of Labor Utilization 
in the Electric Utility Industry.” This 


study deserves to be read carefully by 
all utility executives who deal with 


labor problems. Mr. Guercken points 


out: 


Of the total wages of both labor and 
capital, labor has taken a progressive- 
ly greater share each year, and it is 
only the reduction in money costs over 
the last two decades that has acted as 
a partial offset to this trend. Since no 
further reduction in money costs can 
be anticipated, the participation of la- 
bor .. . may well grow at an even faster 
rate than heretofore. 


Comparing 1950 with 1933, “the total 
wages of labor increased 242 per cent, 
while the wages of capital rose only 45.9 


per cent.” The table below indicates the 
proportion of revenues for major ex- 
pense items. 

Mr. Guercken concludes that the aver- 
age utility worker has greater security of 
employment than workers in manufactur- 
ing plants or the railroads. The chance 
of continuous employment in the utility 
industry has been nearly twice that in 
other industries. As regards utility wage 
and salary rates, both the long-term level 
and the relative stability are considerably 
above the general average. 


N our opinion, labor relations have now 
become of such prime importance to 

the utilities that the larger companies can 
well afford to set up vice presidents in 
charge of labor relations. Moreover, it 
should be worth while to enlist the ad- 
vice and aid of outside organizations such 
as Ebasco Services, Stone & Webster, 
Commonwealth Services, and others, in 
a broad program to set up standards of 
“job evaluation” so that labor efficiency, 
and the introduction of labor-saving de- 
vices and methods, can be stimulated 
throughout the whole organization. La- 
bor unions should prove co-operative 
since greater “productivity” per man- 
hour can be recognized in increased 
wages, and the rapid growth of the busi- 
ness should prevent any decrease in the 
total number of employees. 

Economic observers are generally 
pointing at this time to the likelihood 
that labor unions will soon be making 
new demands for higher wages, regard- 
less of established control restrictions 
and formulas for setting them up. Pub- 
lic utility companies generally should be 
anxious to get their labor relations ma- 
chinery in tiptop working order in an- 
ticipation of what is likely to come. 
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1939 1943 1947 1948 1950 


Cost of Capital (Operating Income).. 34.8% 25.0% 224% 219% 21.5% 
Cost of Labor 17.5 14.7 216 210 206 
24.1 18.9 193 210 
12.9 17.3 17.2 17.1 
10.9 98 9.5 9.8 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS ; 
11/15/51 Indicated Share Earningst#t a 
Price Dividend Approx. Cur. % In- Freqg.of ings 
About Rate teld Period crease Reports** Ratio 


Producers and Pipeline Companies 

O Commonwealth Gas $ .74d a 16.2 
S Mississippi Riv. Fuel 3.31s qy 103 
O Missouri-Kans. P.L. ...... 1.66d a — 
S Southern Nat. Gas 4.1ls qy 122 
O Southwest Nat. Gas 45s bq _ 
oO 1.79s qy 13.4 
O 9.3 
0 


=e ren? 
| 888S38a 
MUN ud ue 
Erboinio iow 

zz 


Tenn. Gas Trans, ........ 
Texas East. Trans. ....... 1.93d 
Texas Gas Trans. ........ 


Averages 


Integrated Companies 
American Natural Gas .... 
Columbia Gas System 
Consol. Nat. Gas 

El Paso Nat. Gas 
Equitable Gas 

Interstate Nat. Gas 
Kansas-Neb. Nat. Gas .... 
Lone Star Gas 
Montana-Dakota Utils. .... 
Mountain Fuel Supply .... 
National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas 

Pacific Pub. Serv. ........ 
Panhandle East. P.L. ..... 
Peoples Gas Lt. & Coke... 
Southern Union Gas 
United Gas 


Averages 


Retail Distributors 

Atlanta Gas Light 
Bridgeport Gas 

Brockton Gas Lt. ......... 
Brooklyn Union Gas 
Central El. & Gas 

Consol. Gas UG. .....<00% 
Hartford Gas 

Haverhill Gas Lt. ........ 
Houston Nat. Gas 

Indiana Gas & Water 
Jacksonville Gas 

Kings County Ltg. ....... 
Laclede Gas 

Michigan Gas Utils. ...... 
Minneapolis Gas 

Mobile Gas Service 

New Haven Gas Lt. ...... 
Pacific Lighting 
Providence Gas 

Rio Grande Valley Gas ... 
Rockland Gas 

Seattle Gas 

So. Jersey Gas 

Springfield Gas Light 
United Gas Improv. ...... 
Wash. Gas Light 


Averages 


— 


1.95d 92 
11.8 


| 
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$2.66s 

1.20s 
5.585 19 
3.08ju 120 
1.82s D15 
3.25d 30 
195d 20 
1.72s D20 
79s D23 
.99d 9 
1.21s 1 
1.04d 68 
1.62s D26 
2.92, — 
2.23d 7 
2.86je 11 
8.36s D17 
151d 13 
1.52s 9 
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$2.00je D10% 
1.47d D22 
58d D2 
416s 14 
1.05je 2 
1.56ju 5 
268d — 
2.04s 3 
1.49ju 41 
2.13s 18 
4.97d 4 
45d D30 
89s 11 
1.11s 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


11/15/51 Indicated ——Shore Eorningst- 
Price Dividend Approz. Cur. % In Freq. of ings 
About Rate Yseld Period crease Reports** Ratio 


Communications Companies 
Bell System 
Amer. Tel. & Tel. ......... 158 
Cinn. & Sub. Bell Tel. .... 
Mountain Sts. T. & T. .... 
New England Tel. ........ 
Pacinc Te. & Tel. ........ 
So. New Eng. Tel. ....... 
Averages 
Independents 
Central Telephone 
General Telephone 
Peninsular Tel. ........... 
Rochester Tel. ..........- 


ransit Companies 

Chicago So. & SB. ....... 
Chicago No. Sh. & Mlke.. 
ok 3 eee 
Dallas Ry. & Term. ...... 
Greyhound Corp. ......... 
Los Angeles Transit 

Nat. City Lines 

St. Louis P.S. A 

Syracuse Transit 

United Transit 


Averages 


xR 


$12.67*ag 6% 
459d D4 
6.48s D8 
7.33s 2 
8.86ag 35 
2.12d 18 
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Water Companies 

Holding Companies 
S Amer. Water Works 
O N.Y. Water Service 

Operating Companies 
Bridgeport Hydraulic .... 
Calif. Water Serv. ........ 
Elizabethtown Water 
Hackensack Water 
Jamaica Water Supply ... 
New Haven Water 
Ohio Water Service 
Phila. & Sub. Water 
Plainfield Union Wt. ..... 
San Jose Water 
Scranton-Spring Brook ... 
Southern Cal. Water 
Stamford Water 
West Va. Wt. Service .... 
Averages 


$ .90s 
1.92s 


Lf 
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D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Based on average number of shares outstanding. #In order to facilitate 
comparisons, earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. PF—Pro forma. d—December, 1950. m—March. my—May. je—June. ju— 
July. ag—August. s—September. NC—Not comparable. **The following symbols are used 
in this column to indicate the periods and frequency of earnings reports : a—Calendar year only. 
b—Twelve months only (reported monthly). bq—Twelve months only (reported quarterly). 
c—Cumulative months and twelve months. mc—Latest month and cumulative months. mcy— 
Latest month, cumulative months, and twelve months. mqy—Latest_month, three months, and 
twelve months. my—Latest month and latest twelve months. q—Latest quarter only. qc— 
Quarters cumulatively. qy—Latest quarter plus last twelve months. 
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What Others Think 


Blackout in Britain 


REPORT on the grim prospects of a 
A blacked-out winter due to power 
shortages in England appeared recently 
in The Wall Street Journal. Warren H. 
Phillips, writing from London, painted 
a word picture of the impending belt- 
tightening in the nationalized electric 
light and power industry. 

Phillips wrote that the return of the 
blackout promises an industrial produc- 
tion crisis this winter, delayed defense 
timetables, and misery for the average 
Briton—in short, one more blow at the 
country’s sagging economy. Unan- 
nounced power cuts have been suddenly 
dousing lights, slowing factory produc- 
tion schedules, and causing kitchen 
stoves to grow cold in some parts of 
England all summer. But this was only 
a mild foretaste of what’s in store for 
Britons this winter. 

Phillips continued that for some time 
government leaders, union chiefs, and 
executives of the nationalized electricity 
industry have been warning the British 
people to get set for the worst fuel and 
power crisis since February, 1947, when 
100 per cent power cuts were imposed 
five hours a day. Factories had to close, 
men were thrown out of work, hearths 
were cold, homes were lighted by can- 
dies, and cancellations hit everything 
from subway trains to radio programs. 
The writer goes on: 


Lord Citrine, chairman of the 
British Electricity Authority, the pub- 
lic body that runs the power industry, 
Says prospects for this winter are 
“grim.” Sir Robert Gould, chairman 
of the government’s national elec- 
tricity advisory council, recently re- 
ported the outlook “is very serious in- 
deed.” Another member of this coun- 
cil, Tom Williamson, warned earlier 
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this month: “Unless stern measures 
are taken, there’s every indication of 
a serious industrial shutdown this 
coming winter, even in normal weath- 
er conditions.” 

The government is asking indus- 
try to cut its power consumption 20 
per cent during the peak-demand 
periods of eight in the morning until 
noon and four to five-thirty in the 
afternoon, This load-spreading will be 
sought from November to April. 
Working hours are to be staggered, 
and workers will be asked to work 
shifts in the wee hours of the morning 
wherever possible. Sir Mark Hodg- 
son, chairman of the North Regional 
Industrial Board, has appealed to 
British housewives to do their house- 
work in the evenings. 


Bg prospects of arbitrary action to 
curtail loads were discussed when 


Phillips noted that Lord Citrine re- 
cently said there was little doubt in his 
mind that “the extremely critical situa- 
tion which is developing” is bringing the 
country “nearer the position where ar- 
bitrary action, enforceable by law, may 
have to be taken by the government to 
secure a substantial reduction” in power 
consumption. 

He further added that one such “arbi- 
trary action” would be installation of 
“load-limiters” in homes and offices. 
BEA is now “contemplating placing or- 
ders” for these gadgets, according to a 
spokesman. They might be set to operate 
when a load of four kilowatts, for ex- 
ample, is reached in the household. If 
more power were switched on, the load- 
limiter would automatically switch off 
all the home’s electricity until the load 
was reduced below the allowed level. 
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Phillips reported that BEA officials 
reckon power cuts will be a familiar part 
of British life for seven or eight more 
years. Some say a decade. Behind this 
prospect of more cold, dark winters is 
the failure to install new generating 
plants at as fast a pace as the demand 
for electricity has been increasing. 

The Wall Street Journal correspond- 
ent then noted : 


It’s estimated the gap between sup- 
ply and demand will have widened 
this winter to 1,800,000 kilowatts in 
normal weather and 3,100,000 kilo- 
watts in severe weather during peak- 
load periods. The latter figure would 
put supply about 15 per cent behind 
demand. (Kilowatts measure the pro- 
duction capacity of electric genera- 
tors, as distinguished from kilowatt 
hours, which measure the amount of 
electricity actually generated. ) 

Yet even these estimates of the 
worsening power deficit are based on 
the assumption BEA will reach its 
goal of 1,000,000 kilowatts of new 
capacity installed this year. With lit- 
tle more than a quarter of that in- 
stalled so far (about a 2 per cent ex- 
pansion since the year’s beginning), 
BEA officials now frankly admit 
they’ll fall short. Meanwhile electrici- 
ty demand has grown by an estimated 
13 per cent in this year alone. 

Britain’s dearth of generating ca- 
pacity threatens to be compounded in 
the coming winter by a shortage of 
the coal the power stations burn and 
by a further shortage of railway cars 
to take the coal to them. Like elec- 
tricity, the coal mines and railways 
are nationalized. 

“There can be a fuel crisis this win- 
ter which will be deeper and more 
severe than the coal crisis we had in 
the winter of 1946-1947,” says Ar- 
thur Horner, general secretary of the 
National Union of Mineworkers. 
Government ministers and industrial- 
ists have been issuing similar gloomy 
statements. 


The writer stated that the seeds of 


Britain’s power shortage were sown 
in World War JI, when antiquated 
generating plants could not be replaced 
and work could not be begun on new 
installations. In the six subsequent 
years of peace, however, government 
red tape and “planning” haven’t exactly 
speeded the rate at which new power 
stations are going up. 

He added that BEA officials charge 
that the government is not allocating 
them enough money for their investment 
program—although the Labor govern- 
ment found $4,522,000,000 out of its 
$11,751,000,000 budget this year to spend 


on welfare-state services. 


oe wrote that at the same time 
the government has rejected one tra- 
ditional way to bring booming demand 
into line with supply—an increase in 
Britain’s low electricity rates. For exam- 
ple, the rate per kilowatt hour for domes- 
tic and commercial users of .913 pence 
(roughly one U. S. cent) is less than 
half the average domestic rate of 2.88 
cents in the United States. He went on 
to observe that with the then immediate 
prospect of an election, a rate increase 
would not be considered politic. 

The reporter also wrote that the na- 
tionalized electricity industry itself is 
continuing to sell domestic electric ap- 
pliances through its own retail outlets 
as a big sideline—and has made no move 
to check demand for electricity by stiff- 
ening the instalment purchase terms on 
these products. 

Phillips concluded his report by not- 
ing that Britain’s installed generating 
capacity at the beginning of this year 
was 14,600,000 kilowatts, compared with 
9,365,000 kilowatts in 1938. In the last 
five years BEA has added 3,500,000 
kilowatts of new capacity, according to 
the Ministry of Fuel and Power, yet in 
the same time this expansion was out- 
paced by a 4,750,000-kilowatt growth in 
the demand load. In the winter of 1946- 
47 the maximum gap between capacity 
and peak demand was 1,850,000 kilo- 
watts—much less than the 3,100,000 
maximum estimated for this winter. 

—D. T. B. 
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WHAT OTHERS THINK 


Electrical Buying Habits of Farmers 


pow farm families buy electrical 
equipment—and they buy a lot of it 
—they go to the retailer who handles 
their favorite brand, who provides ade- 
quate service, and who has a reputation 
for business integrity. Price and trade-in 
allowance get only slight consideration. 

These and other important factors in 
farm family purchasing habits are re- 
vealed in a joint survey made by the re- 
search department of the Curtis Publish- 
‘ing Company for the Farm and Rural 
Market Development Committee, Na- 
tional Electrical Manufacturers Associa- 
tion, and Country Gentleman, national 
farm magazine. Electrical household ap- 
pliances, farm production equipment, 
and lighting and wiring equipment were 
covered in the study. 

Despite the fact that the 2,000 repre- 
sentative farm families surveyed reported 
buying substantial amounts of electrical 
equipment in the last five years, it was 
evident that the buying impulse gener- 
ated within the family itself. They said 
retailers made little or no attempt to 
solicit their business. They were, how- 
ever, generally satisfied with the selection 
carried and the service provided by the 
dealers patronized. 

Farm families not satisfied with their 
electrical appliance dealer relations sug- 
gested that these dealers employ better 
trained men, make periodic checks of 
equipment, employ servicemen, hold 
demonstrations, operate a better repair 


service, and send customers information . 


about new production. 


een production equipment dealers 
were urged to have a better knowl- 
edge of their products, be interested in 
farm requirements, carry a complete line 
of parts, do a better servicing job, and 
make periodic checks of equipment sold. 

Dealers of lighting and wiring equip- 
ment were given these suggestions: Be 
more prompt in answering service calls, 
carry more modern equipment and a 
larger stock, show more interest in the 
customer, know more about the products 
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carried, check customers’ needs peri- 
odically. 

More than one-third of the families 
had made their last major appliance pur- 
chase from an appliance retailer and 
about one-sixth from a hardware dealer. 
Hardware stores and farm implement or 
general stores were most frequently 
mentioned as place of last purchase of 
production equipment. Appliance stores 
rated first as usual place of purchase of 
lighting and wiring equipment, followed 
closely by electrical contractors and 
hardware stores. 

Electrical equipment purchases were 
concentrated in communities of less than 
10,000 population, with most families 
traveling less than 16 miles to make such 
purchases. Most were satisfied with the 
location of retailers with whom they made 
their buys. They regarded the retailer as 
the chief source of information about both 
electrical household appliances, and farm 
production equipment. 

The electrical contractor was named 
first information source for lighting and 
wiring equipment. 


B’ far the vast majority of farm fam- 
ilies surveyed indicated that so far 
as their electrical products needs were 
concerned, the retailers’ sales and pro- 
motional efforts left much to be desired. 
Asked whether the dealer from whom 
they made their last electrical purchase 
had solicited further business by mail, 
telephone, or personal calls, the farm 
families reported as follows: 


HouUSEHOLD APPLIANCES 


Direct mail 
Telephone 
Personal call 
(89.6 per cent said they went to the dealer 
themselves to make the purchase.) 


PropucTION EQUIPMENT 


Direct mail 
Telephone ; 
Personal call 26.8 . 
(80.3 per cent said they went to the dealer 
themselves to make the purchase.) 
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LIGHTING, W1RING EQUIPMENT 
(Usual dealer, not necessarily last) 
Yes No 
Direct mail 35.4% 64.6% 
Telephone 44 95.6 
Personal call 81.3 
(72.7 per cent said they went to the dealer 
themselves to make the purchase.) 


Nearly 56 per cent said they bought 
their last major appliance from a par- 
ticular dealer because he carried their 
preferred brand. About 40 per cent cited 
“service facilities” and more than one- 
third “past business dealing” or “reputa- 
tion.” Location and friendship for dealer 
also were mentioned prominently. 

Nearly half (48.8 per cent) said their 
last piece of electrical farm production 
equipment was bought from the dealer 
who carried their preferred brand. Forty 
per cent cited “past business dealing.” 
Also rated high were “service facilities” 
and “reputation.” 


74 ee facilities” ranked first in 


selection of the retailer for light- 
ing and wiring equipment. “Reputation” 


and “location” were just a couple of per- 
centage points away. Brand preference 
also ranked high. 

“Price” and “good trade-in” were 
mentioned by only one or two per cent 
as the reason for patronizing a certain 
dealer in any of the categories. 

Nine out of 10 of the families said they 
had bought major electrical appliances in 
the last five years. About 60 per cent said 
they had bought electrical farm produc- 
tion equipment during that time. More 
than seven out of ten reported having 
bought electric lighting and wiring 
equipment. 

Asked what piece of household equip- 
ment they had last bought, about one- 
third named refrigerators. Other leading 
items for the home last bought were 
ranges, washers, home freezers, and 
water heaters. Nearly 40 per cent said 
the last piece of production equipment 
they had purchased was an electric pump. 
About one-sixth had bought an electric 
motor. 

Another one-sixth named a milking 
machine. 





Notes on Recent Publications 


FicHt Now ror A Sounp Dotrar! This is 
the appeal which the noted economist, Ed- 
win G. Nourse, makes in his small book, en- 
titled The Nineteen Fifties Come First. Dr. 
Nourse is best remembered for his three 
years of service as the first chairman of the 
President’s Council of Economic Advisers. 
He resigned from this position when he 
found that “under existing circumstances, 
the council could not operate as a profes- 
sional and nonpolitical agency.” While this 
book is not an “answer” to George Orwell’s 
1984, the title of Nourse’s book and some 
of its contents were influenced by serious 
consideration of that perhaps pessimistic, 
Orwell novel. To Dr. Nourse, the 1950's 
are our chief concern and he is particu- 
larly alert to the dangers of inflation. It is 
not a political book, but treats of our eco- 
nomic affairs in their political setting. Dr. 
Nourse feels that inflation is the great 
threat to our economy in this decade. He 
sees inflation as an understandable and con- 
trollable result of the foolish and self-in- 
dulgent things we ourselves do in our do- 
mestic affairs, particularly in our actions 
as voters. Perhaps the word is inaction, he 
suggests. For those who read the Orwell 
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novel, a reading of this thoughtful book on 
our immediate problems will be an interest- 
ing experience. Nourse considers in Chapter 
One the question of “‘Big Brother’ (At- 
thoritarianism) or Self-discipline?” Tue 
NINETEEN Firties Come First, by Edwin 
G. Nourse. 184 pages. Henry Holt & Co. 
New York, 1951. Price, $2. 


SUBSIDIZING THE CITIZEN. A consideration of 
this practice, started at the time of the 
“New Deal,” is covered in a 200-page book 
by Jules Abels. Direct financial aid to the 
people by their government and the implied 
mortgage on America’s future are placed 
under the lens. The expansion of the princi- 
ples of the New Deal relief programs and 
their incorporation in the more ambitious 
program of the “Welfare State” are sketched 
by the author. What are the consequences 
of a government policy directed toward 
making the lives of Americans risk-proof 
and provide a perpetual boom? The author 
takes up the origin of the Welfare State 
idea and its future consequences, THE 
WELFARE STATE, by Jules Abels. Duell, 
Sloan & Pearce, Inc. New York, 1951. 
Price, $3. 
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In General 


To Sell Alberta Gas 


NS WEST NATURALGAS COMPANY 
and Canadian Gulf Oil Company 
recently concluded an agreement for dis- 
posal of southern Alberta’s big Pincher 
Creek gas reserve over a 25-year pe- 
riod. Details were given in an agreement 
filed with the Alberta Petroleum and 
Natural Gas Conservation Board. 
Northwest agrees to pay 10} cents a 
thousand cubic feet for the first three 
years and one-fourth cent more a thou- 
sand cubic feet for each of the follow- 
ing twenty-two calendar years for ex- 
port of 80 billion cubic feet a year. 


The agreement is predicated on 
Northwest supplying the Pacific North- 
west market of the United States, Van- 
couver, and other centers. 

Gulf will have the right to terminate 
the contract if Northwest has not ob- 
tained all necessary permits from the Al- 
berta government by February 15, 1952, 
and all Canadian and United States Fed- 
eral permits by August 15, 1952. 

Northwest proposes construction of 
a 24-inch pipeline, to cost $71,611,000. 

During the first year of delivery 
Northwest must buy at least 90 per cent 
of its requirements from Gulf. 


Florida 


Higgins Plant Dedicated 


HE Florida Power Corporation 
last month dedicated the first unit 
of its projected $20,000,000 Higgins 
plant at Booth Point near Oldsmar. The 
unit towers 12 stories high and was built 
at a cost of approximately $7,000,000. 
Present at its dedication were state, coun- 
ty, and municipal officials, and Pinellas 
county civil leaders. 
U. S. Senator Spessard L. Holland, 
principal speaker at the ceremonies, was 


introduced by FPC President W. C. Gil- 


man, who acted as master of ceremonies. 

Holland said the plant demonstrates 
that “Florida is a profitable outlet for 
investment capital.” He praised A. W. 
Higgins, former president of Florida 
Power Corporation, and traced the 
growth of Florida Power “from small 
beginnings in the late nineties” until the 
present. Noting that FPC serves nine 
electric co-operatives, Holland said this 
typifies growing teamwork between 
private industries serving heavily popu- 
lated areas and co-operatives serving 
rural areas. 


Massachusetts 


Temporary Gas Rates Approved 


$270,000 reduction in gas rates be- 
came effective last month for cus- 
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tomers of the Haverhill Gas Light Com- 
pany and Lowell Gas Company. The new 
rates, approved by the state public utili- 
ties commission, will remain in effect 
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pending approval of permanent charges 
for natural gas. 

The Haverhill reduction, affecting 
22,141 customers, represents an over-all 
saving of 10.1 per cent or $121,395 a 
year, the company said. Conversion of 
appliances in preparation for distribution 


of natural gas was reported to have 
begun last month. 

The Lowell Company’s rate cut 
affected 29,680 customers. The company 
estimated the reduction at 4.2 per cent 
for small users, ranging up to 22.7 per 
cent for large consumers. 


* 
Mississippi 


Sale Agreement Reached 


N agreement has been reached for 
the sale of Mississippi Power & 
Light Company’s natural gas properties 
to the Equitable Securities Corporation 
of Nashville, Tennessee, for approxi- 
mately $11,000,000, it was announced re- 
cently. 

The transaction, largest sale of public 
utility holdings in state history, will be- 
come effective around the first of the 
year and is in keeping with the Public 
Utility Holding Company Act passed by 
Congress in 1935, 

Mississippi Power & Light Company 
previously withdrew from the trans- 
portation field, disposing of streetcar, 
bus, and railway holdings in Jackson, 
Vicksburg, and Greenville in 1939. 
Water properties held by Mississippi 


Power & Light in several state localities 
also have been sold. 

Equitable Securities Corporation, pur- 
chaser of Mississippi Power & Light 
Company’s natural gas properties in 52 
cities, towns, and communities, proposes 
to organize a new company incorporated 
in Mississippi to be known as the Missis- 
sippi Valley Gas Company to operate the 
gas systems. 

Mississippi Power & Light Company 
will continue to operate the gas proper- 
ties for the new owners until separate 
offices can be obtained and the new or- 
ganization completed. Current estimates 
indicate that the new gas company will 
be able to assume complete operations 
about March 1, 1952. 

The proposed sale is subject to final 
approval by the Securities and Exchange 
and Federal Power commissions. 


Missouri 


Public Ownership Certain 


‘ Public Service Company’s pol- 
icy of reducing streetcar and bus 
service while increasing fares, if con- 
tinued, will make public ownership of 
mass transit facilities inevitable, James 
E. Crowe, St. Louis city counsel, said 
recently. 

Crowe, who is chairman of the Metro- 
politan Mass Transportation Commis- 
sion, reiterated the earlier position taken 
by him and Mayor Joseph M. Darst 
against outright municipal ownership of 
a transit system. He said he favored pur- 
chase and operation of the transit system 
by a metropolitan authority independent 
of municipal government and not subject 
to “political stresses.” 
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The big task facing the community, 
Crowe said, is to make mass transporta- 
tion more attractive to the riding public. 
He added: “I doubt if the people can 
get adequate service under private op- 
eration.” 

He said that under any plan of public 
ownership which might be adopted in St. 
Louis, control over the system should 
be held by public representatives even 
though operation might be left to private 
management. 

There were indications at Jefferson 
City that adequacy of service would be 
examined by the state commission when 
it hears the company’s application for a 
$2,600,000 fare increase some time this 
month, 


848 





THE MARCH OF EVENTS 


Nebraska 


Sale of Plants Voted 


¢ sale of the Lingle and Guern- 
sey hydroelectric plants to the Bu- 
reau of Reclamation was approved by 
an overwhelming majority last month. 

The three irrigation districts—Path- 
finder, Goshen, and Gering-Fort Lara- 
mie—voted 98 per cent in favor of the 
transaction, 

Actually, the vote approved only the 
‘sale of revenues of the two plants, first 


to be set up in the country on a reclama- 
tion basis. At the time their operations 
were turned over to the irrigation dis- 
tricts, title to the plants themselves was 
kept by the government. 

The sale price involved in the present 
transaction is $6,636,873. The deal now 
goes to the Bureau of the Budget, which 
must make a recommendation to Con- 
gress. The government wants to take 
over operation of the plants to fit them 
into the Missouri valley power system. 


+ 
New York 


State Fights Natural Gas Rate 
Rise 

§ pmmceny to a proposed 16 per cent 
increase in the wholesale price of 

natural gas in the New York area was 

voiced recently by the state public service 

commission on the ground that it would 

result in higher rates to householders and 

other consumers. 

The commission announced that it had 
protested to the Federal Power Commis- 
sion the proposed increase by the Trans- 
continental Gas Pipe Line Corporation 
and that it had requested public hear- 
ings on the matter. 


New Electric Rates Filed 


HE New York State Electric & 

Gas Corporation last month filed 
new rate schedules with the state public 
service commission providing for an in- 
crease in electric rates to its residential, 
commercial, and industrial customers in 
its south-central and eastern service 
areas. 

The company estimates that the new 
schedule—the first general increase in its 
electric rates in more than thirty years— 
will produce, on the basis of present cus- 
tomer use, about $2,500,000 of additional 
electric operating revenues annually. 


Wisconsin 


Utilities Ready to Supply Needs 


pe aap utilities expect to be 
able to supply all anticipated elec- 
tric and gas needs of the public through 
1954. That prediction was made last 
month by E. H. Cotton, president of the 
Wisconsin Utilities Association and vice 
president of the Northern States Power 
Company, Eau Claire. He spoke at a 
joint session of the technical and sales 
divisions of the association at their con- 
vention in Milwaukee. 

Cotton said that utilities in the state 
have expansion programs under way that 
are estimated to cost $243,000,000. 


849 


The only foreseeable interferences with 
construction schedules are possible de- 
lays that might result from inability to 
obtain Federal allocations of equipment 
and materials, Cotton said. 

“The total electrical capacity to be 
added in 1951 through 1954 amounts to 
approximately 565,000 kilowatts,” Cot- 
ton said. “Company managements an- 
ticipate that this tremendous increase in 
capacity will be adequate to supply the 
public’s increased usage over the next 
four years.” 

The gas industry also plans corre- 
sponding extensive expansion programs, 
he said. 
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Progress of Regulation 


Electric Company Rather Than Co-operative Allowed to Serve 


HE Wyoming commission, in en- 
tertaining rival applications of an 
electric company and a rural electric asso- 
ciation to serve the same rural area, 
granted a certificate to the company. The 
certificate authorized the company to ex- 
pand its service lines and facilities into 
a rural and urban area contiguous and 
adjacent to its major operations, even 
though the proposed operations in the 
area might result in a small financial loss. 
The commission was of the opinion 
that an electric company should be al- 
lowed to extend its service into rural 
communities whenever it is economically 
feasible for it to do so, provided the 
public therein can be furnished with ade- 
quate service at reasonable rates. Such 
extensions, it said, conserve public funds 
for allocation by the Rural Electrifica- 
tion Administration to co-operative elec- 
tric utilities serving rural areas which 
cannot obtain electric service from com- 
panies at reasonable rates. The granting 
of the contested area to a rural electric 
association could be justified only upon 
the theory that the potential market 
would establish the required customer 
density to enable it to serve the farms 
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and ranches in a near-by uncontested 
area. 

The rural electric association’s proj- 
ect was in the planning stage. There was 
no assurance that the Rural Electricifica- 
tion Administration would allocate funds 
for the project. Furthermore, the com- 
mission pointed out that it could not com- 
pel the rural electric association to serve 
the area if it was not economically fea- 
sible for it to do so. It concluded that 
potential customers in the contested area 
should have the benefits of electric serv- 
ice as soon as possible. Therefore, it did 
not believe that the private company 
should be denied the right to serve mere- 
ly because the rural electric association 
might be able to serve an uncontested 
area at some future time if the con- 
tested area were allocated to it. 

In so ruling, the commission found 
that the existing industrial loads in the 
uncontested area which would be served 
by the rural association would enable it 
to serve the farmers and ranchers there 
without the contested area which it was 
seeking to serve in this proceeding. Re 
Rawlins Electric Co. et al. Dockets Nos. 
605 Sub 5, 9060 Sub 2, October 8, 1951. 


State Commission May Not Regulate Rates Fixed by 
Federal Commission 


Aa commission may not exer- 
cise jurisdiction over an electric 
company’s rates while a Federal Power 
Commission order fixing rates for that 
company remains in force. A Federal 
district court so held in an action to en- 
join the Pennsylvania commission from 
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regulating rates for a portion of the elec- 
tric energy generated and sold by Safe 
Harbor Water Power Corporation. It 
said that where there is a conflict between 
Federal and state power over the same 
subject matter in the field of interstate 
commerce, the Federal power is supreme. 
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PROGRESS OF REGULATION 


In 1941, the United States Circuit 
Court of Appeals had decided that the 
Federal Power Commission did not have 
jurisdiction over Safe Harbor’s rates be- 
cause it was not shown at that time that 
the states of Pennsylvania and Maryland 
were unable to agree on rates to be 
charged by Safe Harbor for electric 
energy generated and transmitted by it 
in interstate commerce. Safe Harbor 
Water Power Corp. v. Federal Power 
Commission (1941) 124 F2d 800, 44 
PUR NS 330. However, in 1944 the 
' Federal Power Commission, at the re- 
quest of the Maryland commission, in- 
stituted a new rate investigation and re- 
duced the company’s rates. Re Safe Har- 
bor Water Power Corp. (1946) 5 FPC 
221, 66 PUR NS 212. In this case the 
Federal commission ruled that it had 
jurisdiction to regulate the company’s 
rates. 

Subsequently the Pennsylvania com- 
mission undertook to prescribe different 
rates than those fixed by the Federal 
commission, Public Service Commission 
v. Pennsylvania Water & Power Co. 
(1948) 76 PUR NS 49. Eventually the 
Federal court of appeals upheld the Fed- 
eral Power Commission’s power to regu- 
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late the rates. Safe Harbor Water Pow- 
er Corp. v. Federal Power Commission 
(1949) 179 F2d 179, 84 PUR NS 344. 

The Pennsylvania commission con- 
tended that the court, in affirming the 
order, relied upon an agreement whereby 
Safe Harbor had agreed to sell its en- 
tire output to two companies. This agree- 
ment was held to be invalid. The Penn- 
sylvania commission urged, therefore, 
that the invalidity of the agreement de- 
stroyed the basis for the finding of the 
“integrated interstate electric system,” 
and thereby invalidated the Federal 
Power Commission rate order. 

The court held that a rate order is not 
illegal merely because it is a result of a 
conspiracy in restraint of trade in vio- 
lation of the Antitrust Act. It said that 
antitrust laws are superseded by more 
specific regulatory statutes to the extent 
of the repugnancy between them. The 
court decided that the invalidity of the 
agreement, therefore, did not invalidate 
the Federal rate order. Consequently, it 
held, the state commission order regulat- 
ing rates, already fixed by the Federal 
Power Commission, was null and void. 
Consolidated Gas E. L. & Power Co. v. 
Siggins et al, 99 F Supp 151. 


Disqualification of Commissioners in Holding Company 
Reorganization Proceedings Refused 


HE Securities and Exchange Com- 
mission overruled objections to the 
participation of Chairman McDonald 
and Commissioner Millonzi in pending 
proceedings relating to applications for 
an allowance of fees and the reimburse- 
ment of expenses in connection with the 
reorganization of the United Corpora- 
tion under § 11(e) of the Holding Com- 
pany Act. The objections were based 
primarily upon statements made by the 
commission in a press release and by the 
chairman in a letter to a newspaper. 
The release and letter were in response 
to reports, published and made the sub- 
ject of newspaper editorial comment, that 
a congressional investigation had been 
ordered with respect to the commission’s 
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alleged favored treatment of the United 
Corporation, in administrative proceed- 
ings relating to its compliance with the 
requirements of the Holding Company 
Act. 

No one claimed that either of the 
challenged commissioners had any per- 
sonal interest in the case, or any personal 
relationship to any of the participants in 
the proceedings. 

The statements complained of were 
issued pursuant to the authority of the 
entire commission. It was said they were 
made in the discharge of what the com- 
mission considered to be its responsi- 
bility as an agency accountable to the 
Congress, and ultimately to the public, 
to respond promptly to charges affecting 
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the integrity of its administration. The 
commission believed that the publicized 
charges were of a nature to cause un- 
warranted doubt and uncertainty in the 
minds of the public, Congress, and the in- 
vestors in the corporation as to the in- 
tegrity of its processes and its decisions 
with respect to that corporation. 

The commission held that the exercise 
by an administrative agency of its public 
responsibilities to respond to public 
charges respecting its administration can- 
not disqualify the agency from continu- 
ing to exercise its quasi judicial functions 
with respect to matters which may have 
a relationship to the subject matter of 
public discussion. It concluded that to 
hold otherwise would tend to limit its 
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freedom to carry out its public responsi- 
bilities in both respects. 

In concluding that the charge of dis- 
qualification was wholly without basis, 
the commission said that while the issues 
to be decided in connection with the fee 
applications were of a relatively limited 
nature and might readily be disposed of 
by the other three commissioners, and 
while it was naturally distasteful to par- 
ticipate in a decision after having been 
charged with bias, it believed that public 
officials should not step aside from the 
discharge of the responsibility inherent 
in their positions in response to the type 
of objection made in this case. Re United 
Corp. File No. 54-158, Release No. 
10786, September 27, 1951. 


Tele-magnet Found to Be Unsuitable Answering Device 


‘to California commission dismissed 
a complaint made by a distributor of 
the tele-magnet, a type of telephone- 
answering device, against a telephone 
company’s rule prohibiting foreign at- 
tachments. The distributor’s proof was 
not as complete as it might have been if 
it had not assumed that the commission 
would take judicial notice of the evidence 
presented to commissions in other states 
on behalf of the tele-magnet. 

The commission undertook to answer 
this question: “Is the tele-magnet an 
appropriate and satisfactory device for 
the receiving, answering, and transmit- 
ting of telephone messages ?” 

The president of the distributing com- 
pany testified at some length as to the 
operation of the device. The commission 
summed up his testimony in these words : 


He described the tele-magnet as an 
electronic device, 15 inches by 26 
inches by 8 inches in height, which 
operates on the induction principle 
with no direct connection to the tele- 
phone, and is used in connection with 
the French-type telephone. He stated 
that when the telephone is placed on 
the tele-magnet and the telephone 
rings an induction coil within the tele- 
magnet picks up the impulse from the 
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base of the telephone, charges a tube 
which discharges through a condenser 
which in turn actuates a relay which 
starts the machine in motion, an arm 
raises the receiver, and a phonograph 
recording with the outgoing message, 
which can be varied to suit conditions, 
starts playing into the telephone 
mouthpiece from a loud-speaker. Gen- 
erally, Mr. Doe testified, the outgoing 
message advises the calling party that 
there is no one in the office and that if 
he will leave a message it will be re- 
corded. The calling party is advised 
to “please start talking after the 
chimes.” The total period allowed 
from the time the machine starts to 
answer until it hangs up is one minute. 
He testified that, in practice, twenty 
to twenty-five seconds are allowed for 
the outgoing message and the balance 
of the minute for the incoming mes- 
sage. 


The commission. determined, after 
hearing all the distributor’s witnesses 
(none of whom were technical men) and 
three witnesses for the company (all ex- 
perts in the field of telephony) that the 
device is unsatisfactory in that it is un- 
suitable of connection with all types of 
telephones and is susceptible of impair- 
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ment or interference with normal tele- 
phone service. Doehart Corp. v. Pacific 


e 


Teleph. & Teleg. Co. Case No. 5725, De- 
cision No. 46237, October 2, 1951. 


Average Book Value Used for Telephone Rate Base 


HE Idaho commission rejected pro- 
posed telephone rate bases predi- 
cated on (1) average investment for the 
preceding year, (2) an allocation of capi- 
tal structure based on an apportionment 
of net intrastate plant, and (3) ap- 
praised value recomputed to reflect pres- 
_ ent construction costs, 
The rate base which the commission 
used was arrived at by taking the aver- 


€ 


age original book value of the property 
and adding to it a sum representing the 
amount intrastate investments actually 
increased during the test year used in 
the proceeding. 

The company was authorized to in- 
crease rates so that a return of 6.5 per 
cent would be earned on this rate base. 
Re Interstate Teleph. Co. Case No. U- 
1002, Order No. 2099, October 2, 1951. 


Estimates of Future Revenues Rejected Because of Failure to 
Consider New Subscribers 


Te New Jersey Board of Public 
Utility Commissioners, after finding 
that a telephone company’s present rates, 
from which a return of one per cent was 
being earned, were inadequate, rejected, 
as excessive, company schedules which 
would yield a return of 9.6 per cent. The 
commission directed the company to file 
rates to produce a return of 6 per cent. 

Evidence offered by the company in 
support of a reproduction cost valuation 
of its property was given little considera- 
tion inasmuch as it reflected the plant in 
use four years earlier with repricing 
being done without further inspection of 
its property. The commission also com- 
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mented on the statement of a company 
witness that the plant would not be re- 
produced in its present form. 

Estimates of future revenues were re- 
jected as too low because they did not 
give effect to subscribers to be connected 
as a result of improvements for which al- 
lowance was made in the company’s rate 
base. 

Uniform exchange rates for which the 
company sought approval were found to 
be discriminatory because the value of 
service in large exchanges was far great- 
er than in small ones. Re West Jersey 
Teleph. Co. Docket No. 5533, October 
10, 1951. 


Coal, Labor, and Railroad Interests May Challenge Natural Gas 
Pipeline Authorization 


Se United States Court of Ap- 
peals, although affirming a Federal 
Power Commission order authorizing a 
natural gas pipeline to serve an atomic 
energy plant, upheld the right of coal, 
labor, and railroad interests to appeal. 
The appeal was brought by a trade asso- 
ciation of competing coal companies and 
unions of coal and railroad employees. 

The order was found to be supported 
by substantial evidence. The court 
deemed it sufficient that the commission 
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properly assessed great weight to the 
Atomic Energy Commission’s view that 
the safety and well-being of the nation 
required use of natural gas as a fuel at 
one of its plants. The proposed pipeline 
would adequately provide the gas needed 
for the manufacture of fissionable mate- 
rials. 

One threatened with financial loss 
through increased competition resulting 
from a commission order is aggrieved 
and entitled to a review, despite the fact 
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that the statute under which he seeks 
review is designed to keep competition 
alive. 

The review provisions of the Nat- 
ural Gas Act were held to be valid and 
to authorize a class of persons to ap- 
peal to prevent unlawful official action 
in order to vindicate the public interest, 
although no personal substantive interest 
of such persons would be invaded. 

The trade association and labor unions 
traced their injury to the displacement of 
coal by natural gas, resulting from the 
issuance of the certificate. The coal com- 
panies would lose markets previously en- 
joyed by them. Their employees would 
lose jobs to the extent that new markets 
could not be found. Employees of rail- 
roads which compete with pipelines as 
carriers of fuel would be similarly af- 
fected. 

Consequently, the court considered 
these parties to be “aggrieved” with- 
in the meaning of the Natural Gas Act 
and, therefore, entitled to appeal from 
the order. 

Tudge Clark agreed with the result but 
did not believe the parties were en- 
titled to appeal. He noted that neither 
the coal associations nor the United Mine 
Workers claimed or attempted to prove 
that a single miner or mine owner be- 
longing to either of these organizations 
would be in any way affected by the con- 
struction of the pipeline. They merely 
showed that they represented a high per- 
centage of miners and mine owners. 

Judge Clark believed that the loss of 
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business was not reasonably certain and 
definite, since it was not shown that the 
reduction caused by the loss in this in- 
stance could not be made up by sales to 
other outlets. He observed that no seller 
or producer of coal] or any other fuel, 
or railroads or any other form of trans- 
portation, have a vested right to force 
consumers to retain dependence on a fuel 
or a form of transportation in which they 
have lost confidence. If they lose busi- 
ness, he said, it is largely because of their 
own antics in creating frequent crises, 
by way of strikes or threats of strikes, 
which leave the users at the mercy of 
their whims. 

In this case there was a special con- 
sideration in so far as public convenience 
and necessity was concerned, It was 
shown that it was necessary to operate 
the atomic energy plant continuously and 
that if the boilers should be shut down 
for even five minutes, it would require 
at least two to three years to get them 
in full operation again. Under such cir- 
cumstances Judge Clark deemed it folly 
to say that this vital defense effort should 
be left to the tender mercies of the ob- 
jecting parties here, with the strong pos- 
sibility that at some crisis in our affairs 
this important security agency might be 
suddenly paralyzed. The Federal Power 
Commission, he thought, wisely and 
properly followed the recommendation 
and request of the Atomic Energy Com- 
mission. National Coal Asso. et al. v. 
Federal Power Commission, 191 F2d 
462. 


Zone Fares of Transit Company Upheld 


“a grant a municipality’s petition to 
substitute a straight cash fare for 
zone fares on certain transit lines, where 
such a substitution would cause a diminu- 
tion of revenues and where an almost 
simultaneous order will permit the com- 
pany to raise fares generally over all its 
operations upon an adequate showing of 
absolute necessity, would be inconsistent, 
in the absence of a more compelling argu- 
ment than the understandable desire of 
the persons affected for lower rates, held 
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the Massachusetts Department of Public 
Utilities. 

The transit lines in question extended 
to the municipal limits, which constituted 
what could be called a suburban area. 
Zone fares, said the department, cannot 
be interpreted as being unreasonably dis- 
criminatory against persons who choose 
to locate their residences in what are 
essentially suburban areas but which are 
still within the corporate limits of the 
municipality. 
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The department pointed out that the 
costs of operation of any carrier are a 
direct function of the distance covered by 
its operations and that it is impossible in 
an intraurban operation to reflect this 
truth accurately in rates, as is the general 
practice in long-haul operations. A cer- 
tain rough justice, it was said, can be 
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obtained in local areas by dividing the 
runs into zones according to which the 
riders whom the carrier is obligated to 
carry the longest distance pay the largest 
amount per ride. City Council of Spring- 
field (Massachusetts) v. Springfield 
Street R. Co. DPU 9243, September 14, 
1951. 


Private Carriage Determined by Lessee’s Control 


HE leasing of trucks to a company 

by one of its employees for trans- 
portation of the company’s products was 
held, by the Louisiana commission, to be 
free from regulatory control. Carriage 
for hire did not result. The trucks were 
leased on a yearly basis for a stipulated 
sum monthly, regardless of whether the 
trucks were operated or not. The com- 
pany hired and paid the drivers, none of 
whom were supplied by the lessor. 


e 
Other Important Rulings 


FEDERAL district court, on setting 

aside an order of the Interstate 
Commerce Commission denying a rail- 
road’s request for equalization of rates 
to certain ports, held that the commission 
order, based on an ultimate conclusion 
that the proposed schedules were not 
shown to be just and reasonable, without 
setting forth basic findings to support 
such conclusion, was improper where the 
railroads established prima facie, that 
the proposed schedules were just and 
reasonable. New York Central R. Co. et 
al. v. United States et al. 99 F Supp 394. 


Transit rates which would result in an 
operating ratio of 96 per cent and a re- 
turn of 7.4 per cent on net carrier operat- 
ing property were considered adequate 
by the Massachusetts commission to pro- 
vide the company with a sufficient return 
to insure public confidence and enable it 
to market its securities. Re Middlesex & 
Boston Street R. Co. DPU 9443, Sep- 
tember 14, 1951. 


The Pennsylvania commission dis- 
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Maintenance and operation of the trucks 
were assumed by the company. 

It was pointed out, however, that the 
practice of leasing trucks to a company 
for the transportation of its goods must 
be carefully watched, because many 
abuses and subterfuges can occur. Each 
such case must be determined on the 
facts presented. Louisiana Pub. Servic? 
Commission v. Breaux, No. 5848, Order 
No. 5827, August 4, 1951. 


missed the complaint of several home- 
owners against a motor transportation 
company’s request for authority to 
change its routes, in compliance with a 
request of the police bureau, where the 
basis of the complaint was that the noise, 
vibration, and fumes would constitute an 
interference with their private enjoy- 
ment of their homes, since this type of 
protest is of a private nature and proper- 
ly a matter for the courts. Re Philadel- 
phia Transp. Co. Application Docket No. 
59145, F.11, Am-G, September 4, 1951. 


The Pennsylvania commission allowed 
a street railway and bus company work- 
ing capital equaling only those amounts 
of cash required to be paid out as a new 
enterprise for operating purposes up to 
the time that it received revenues from 
its patrons. Pittsburgh v. Pittsburgh 
Railways Co. Complaint Docket No. 
15135, September 4, 1951. 


A return of 12 per cent on the net 
operating plant of a bus operator was not 
considered unreasonable by the Massa- 
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chusetts commission, because of the fact 
that in an individual proprietorship no 
provision is made in the salary account 
for owner’s wages. Re Hudson Bus 
Lines, DPU 9535, September 14, 1915. 


An equipment interchange agreement 
between two air carriers, providing for 
through service to the public, was ap- 
proved by the Civil Aeronautics Board 
where it was found not to be adverse to 
or inconsistent with the public interest 
or in violation of the Civil Aeronautics 
Act. Re Mid-Continent Airlines, Docket 
No. 4926, October 10, 1951. 


The Louisiana commission refused to 
grant authority to transfer a portion of a 
motor carrier’s operative rights to a car- 
rier in the same territory because it would 
have the effect of placing in operation on 
the public highways numerous carriers 
for which there might be no public need. 
Ex Parte Enloe et al, No. 5831, Order 
No. 5826, August 4, 1951. 


The Louisiana commission held that 
proposed telephone rates that would yield 


a return of 6 per cent were fair and 
reasonable. Ex Parte Knight (Elizabeth 
Teleph. Co.) No. 5794, Order No. 5792, 
August 4, 1951. 


The Idaho commission allowed a water 
utility a rate increase sufficient to pro- 
vide it with a return of between 6 per 
cent and 6.5 per cent. The commission 
allowed the company working capital 
amounting to one-twelfth of its annual 
operating expenses less depreciation and 
taxes. Re Citizens Utilities Co. Case 
No. U-1007, Order No. 2100, October 
2, 1951. 


The Colorado commission denied a 
motor carrier authority to haul certain 
products where no customer witnesses 
testified as to the need for such service 
and where protests were made by com- 
mon carriers serving the area, because 
a certificate will not be granted until there 
is shown a definite need for the service 
and that the service will not impair the 
services of existing carriers. Re Winn, 
Application No. 11333-PP, Decision No. 
37409, September 26, 1951. 
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HAWAII PUBLIC UTILITIES COMMISSION 


Re Honolulu Rapid Transit Company, 
Limited 


Docket No. 1119, Decision No. 125, Order No. 731 
September 17, 1951 


PPLICATION by transit company for authority to increase 
d \ rates; modified rate increase authorized. 


Return, § 108.1 — Transit company — Operating ratios. 
1. The Commission, in exercising control over transit companies, should 
give careful consideration to the relationship of operating expenses to 
revenues, since the operating ratio of a transit company is a good test of the 
reasonableness of its earnings, p. 131. 


Return, § 108.1 — Transit company — Operating ratios. 
2. Operating ratios approximating 88 per cent before income taxes and 94 
per cent after income taxes were considered reasonable for a transit com- 
pany, p. 133. 


Rates, § 524 — Transit company — Zone fares. 
3. Zone fares were authorized for a transit company, despite the fact that 
this would place an unexpected burden on people who had established their 
homes in outlying and suburban areas, where it appeared that the institution 
of zoning could no longer be deferred without prejudice to the long-term 
welfare of the company and its patrons as a whole, p. 135. 


Revenues, § 3 — Estimates of passenger revenues after rate increase — Declining 
patronage. 

4. A diminution factor of 24 per cent was considered proper in computing 

the loss in patronage of a transit company because of increased rates, p. 137. 


Expenses, § 49 — Pension costs for plan not yet in operation. 
5. A transit company’s requested expense allowance for pension costs for 
bargaining unit employees was disallowed where there was nothing in the 
record to show that such costs would be incurred except that the company 
desired to place a pension plan for such employees in effect, and where it 
was doubtful that these employees would agree to the plan in the near future, 
p. 139. 


Depreciation, § 16 — Basis — Property offered for sale — Old trolley coaches. 
6. Estimated depreciation on trolley coaches offered for sale by a transit com- 
pany was excluded from depreciation expense, since a ratepayer should not 
be required to bear the cost of depreciation on inoperative property, p. 140. 


Valuation, § 270 — Land owned — Original cost — Appraisal. 
7. Land owned by a utility and used in its service to the public should be 
included in its rate base at its original cost rather than its appraised value, 
p. 140. 
[9] 129 90 PUR NS 
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Return, § 6 — Basis — Transit company — Operating ratio — Rate base. 
8. The reasonableness of the rates of a transit company was tested by three 
methods: (1) the operating ratio resulting therefrom, (2) the adequacy of 
the net income produced to meet the company’s reasonable financial require- 
ments, and (3) the relationship of such net income to the rate base, ex- 
pressed in per cent, with the first two tests being given as much or more 
weight than the third, p. 141. 


Return, § 108 — Transit company — Dividend and interest requirements. 
9. Rates were authorized for a transit company which would be adequate 
to meet its financial requirements in that they would cover fixed interest 
charges and preferred stock dividends and permit payment of common stock 
dividends of 6 per cent or 8 per cent, with carry-overs to earned surplus, 
p. 142. 

Return, § 108 — Transit company. 
10. A transit company was authorized to charge rates which would yield a 
return of 8.86 per cent on its rate base and an operating ratio of 94.05 per 
cent after taxes, p. 143. 

(O’Dowpa and Lycurcus, Commissioners, dissent.) 
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School Fares— 
Intrazone 

Tickets . .. 
Interzone 
Tickets 


For 
Company, 


Honolulu 
Limited, 


APPEARANCES: 


Rapid Transit ...... 8 for 50¢ 


Robertson, Castle & Anthony By A. L. 
Castle and W. F. Quinn; for the Com- 


5 for 15¢ 


mission, M. Watanabe, Assistant At- 


torney General. (3) An interim full fare of 13 cents 


cash, with full transfer privileges on all 


By THE COMMISSION : 

This matter came before the Com- 
mission upon application filed Febru- 
ary 5, 1951, by Honolulu Rapid Trans- 
it Company, Limited, wherein ap- 
plicant requested approval of : 

(1) Establishment of 12 fare zones 
as set forth on the zone map attached 
hereto as Exhibit 1 and by reference 
made a part hereof. 

(2) Permanent increased rates of 
fare, with full transfer privileges on all 
connecting service lines within, and 
terminating within, the particular zone, 
subject to the company’s rules relating 
to such transfers, as follows: 


Adults— 
Intrazone 
Cash 15¢ 
errr 
Interzone 
Cash 


connecting service lines, subject to the 
company’s rules relating to such trans- 
fers. 

On May 22, 1951, applicant amend- 
ed its original petition so as to request 
approval of: 

(1) Establishment of three fare 
zones as set forth on Exhibit 1 hereto 
and marked Zones 1, 2, and 3. [Ex- 
hibit 1 omitted. ] 

(2) Increased rates of fare as fol- 
lows: 

(a) Full Fare Passengers — 13 
cents cash or 5 tickets for 55 cents, 
with an additional fare of 5 cents cash, 
or a ticket sold at the rate of 5 for 15 
cents, for passengers crossing the 
boundaries between zones 1 and 2 or 
between zones 1 and 3, with full trans- 
fer privileges on all connecting serv- 
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ice lines within any zone for which the 
fare has been paid, subject to the com- 
pany’s rules relating to such transfers. 

(b) School Fares—10 cents cash 
or 5 tickets for 25 cents, with full 
transfer privileges on all connecting 
service lines, subject to the company’s 
rules relating to such transfers. 

(c) Express Service to and from 
Pearl Harbor—20 cents cash with no 
transfer privileges. 

Pursuant to duly published notice, 
public hearings in the matter were held 
in Honolulu beginning on May 24th 
and continuing through May 26, 1951. 
During the hearings, both applicant 
and the Commission’s staff, hereinafter 
referred to as the “staff,” presented 
complete cases covering actual and esti- 
mated results of the company’s opera- 
tions under present and proposed rates. 
At the close of the hearing on May 
26th the matter was submitted for de- 
cision. Subsequent to the close of the 
hearings, the company, pursuant to 
instructions of the Commission, filed 
certain additional information for the 
record relating to applicant’s expenses 
in connection with this proceeding, the 
charge of pension costs to operating 
expenses and the insured pension plan 
for applicant’s employees. 


Nature and History of the 
Company's Operations 


The company is a mass transporta- 
tion common carrier operating under 
a franchise to serve the city of Hon- 
olulu, granted by the legislature of the 
republic of Hawaii on July 7, 1898, 
confirmed and ratified by the Congress 
on April 13, 1900, approved by the 
President of the United States on July 
25, 1900, and subsequently amended 
from time to time. 
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The history of the company’s opera- 
tions to 1949 is set out at some length 
in Commission’s Decision No. 110 is- 
sued in Docket No. 986. Since that 
time a number of route changes, con- 
solidations, and extensions have been 
authorized by the Commission, and it 
may be stated generally that the main 
parts of the city of Honolulu and its 
outlying districts have scheduled serv- 
ice in proportion to revenues, and in 
some instances, more so. 

Applicant’s present routes serve 
Honolulu from Koko Head on the east 
to and inside Pearl Harbor Naval 
Shipyard, Hickam Field, and Fort 
Kamehameha on the west, ail import- 
ant residential valleys and heights on 
the north, and to the seashore and Sand 
Island on the south. Its one-way route 


mileage is 18.8 miles on the company’s 
two trolley coach lines and 106.3 miles 
on its 17 gasoline and Diesel bus lines. 


Applicant’s present fleet consists of 
287 vehicles, made up of 172 automo- 
tive busses with an average age of 6.1 
years, and 115 trolley coaches with an 
average age of 10.0 years. 

Applicant’s principal fare changes 
since August 14, 1923, the inaugural 
date of its first bus transportation op- 
erations, are summarized in the fol- 
lowing tabulation of Commission 
orders: [Table on p. 132.] 


General Discussion 


[1] Before reviewing the evidence 
presented by applicant and the staff 
dealing with the financial results of 
operations under present and proposed 
rates and alternative fare plans, we 
deem it advisable to discuss certain as- 
pects of the company’s proposals which 
confront this Commission with prob- 
lems relatively new to its experience. 
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Full Fares in Cents 


Order No. From 


School Fares in Cents 


To From To 





Cash 5 


Tickets 34 
(15 for 50) 


Cash 7 
Tokens 64 
(4 for 25) 


84 
Sept. 19, 1924 


103 
Apr. 12, 1928 


10 


73 
(2 for 15) 
10 


74 

(2 for 15) 
10 
74 

(2 for 15) 
10 
64 

(3 for 20) 


Cash 10 
Tokens 


Cash 


166 
Aug. 23, 1934 | Tokens 


Cash 


359 
Jan. 29, 1941 Tokens 


427 
June 24, 1943 


Cash 
Tokens 


500 Cash 
June 27, 1946 Tokens 


*587 
June 24, 1948 


629 
May 26, 1949 


Cash 
Tokens 





6 

(4 for 25) 
74 

(2 for 15) 


No Change 
No Change 


No Change 
No Change 


No Change 
63 

(3 for 20) 

No Change 
8 


(5 for 40) 


No Change 
(ELIMINATED) 


10 No Change 
(ELIMINATED) 


7 Tickets 
(only) 


23 33 


Cash 5 
Tokens 33 
(4 for 15) 
( Without) 
(Transfers) 


5 No Change 
(ELIMINATED) 


10 


Cash (only) 
Tokens 


Cash 5 


No Change 
Tokens None 33 


(4 for 15) 
No Change 
34 
(3 for 10) 
No Change 
4 


(5 for 20) 


No Change 
No Change 


Cash 5 
Tokens 32 
(4 for 15) 


Cash 5 
Tokens 33 

(3 for 10) 
Cash 5 


Tokens 4 
(5 for 20) 


Cash 
Tokens 





5 
(ELIMINATED) 





* Interim order for trial period under Docket No. 986 to November 30, 1948. Extended by 


Order No. 608, 120 days to March 30, 1949. 


February 28, 1949, Commission extended trial 


period of Order No. 608, 60 days to May 31, 1949. 





These are the proposed test of the 
adequacy of earnings by the use of op- 
erating ratios and the proposed estab- 
lishment of a zone fare system. 


Operating Ratio 

In presenting its case applicant 
urged that the Commission test the 
reasonableness of its proposed fares by 
the use of the operating ratio method. 
It contended that such test should be 
given greater weight in the Commis- 
sion’s determination than the conven- 
tional method of testing its earnings by 
relating them to its rate base. 

Financial analysts have long con- 
sidered operating ratios to be one of 
the fundamental tests of the financial 
well-being of profit-seeking companies. 
90 PUR NS 


Such ratios are significant indicators 
of the degree of margin between ex- 
penses and revenues, affording a ready 
measure of proximity to the “break- 
even” point. They show how close a 
company is to meeting its expenses; 
in other words, the margin of profit for 
investors. They also readily indicate 
the percentage of upward variation in 
operating expenses which may occur 
before a company goes “‘into the red.” 
Regulatory bodies have for many 
years tested the reasonableness of util- 
ity rates by determining a “fair return” 
on the capital invested in the enter- 
prise, such fair return being expressed 
as a per cent of the capital base and 
referred to as the “rate of return.” 
Transit companies differ fundamen- 
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tally from most other utilities in several 
important aspects. Compared to other 
utilities, their invested capital is gen- 
erally small in relation to annual in- 
come and expenses, in most cases being 
less than the revenues or expenses and 
in many cases much less. In addition, 
a high proportion of the total invest- 
ment of most transit companies is in 
short-lived vehicular equipment, which 
fact tends to cause sharp variations in 
the depreciated rate base from year to 
year, These narrow and unstable rate 
bases of transit companies make very 
shifty footings upon which to base 
findings as to fair rates of return. Be- 
sides being cursed with sharply vari- 
able and narrow rate bases, transit 
companies generally have operating ex- 
penses made up of an unusually high 
proportion of labor and other items 
which are extremely sensitive to 


economic pressures in the community, 


as compared to other utilities. Rev- 
enues of transit companies are also 
sensitive to changes in the local 
economy—unemployed persons do not 
ride the busses; private automobiles 
compete for a transit company’s busi- 
ness; and, when funds are scarce, 
short-haul riders walk. 

It is argued by some authorities in 
the field, and we believe that the argu- 
ment has merit, that the risk to in- 
vestors in transit properties is in op- 
erating expenses rather than the capital 
investment. This is so because a trans- 
it company’s output of service is not 
readily adaptable to changes in the de- 
mand therefor, as is the case for most 
other utilities. Schedules once estab- 
lished must be carried out for certain 


periods of time and unused seat miles 
represent total economic loss, which 
can never be recovered. For these rea- 
sons we are of the opinion that reg- 
ulatory bodies, in exercising control 
over transit companies, may properly 
give careful consideration to the rela- 
tionship of operating expenses to rev- 
enues. We believe operating ratio is 
an ideal tool to use in examining this 
relationship. 

The record shows that operating 
ratios are gaining the favor of regula- 
tory bodies as a test of reasonable earn- 
ings for transit companies and have 
been so used in recent years by the In- 
terstate Commerce Commission and a 
number of state agencies." 

We do not, however, regard the op- 
erating ratio test as replacing the de- 
termination of a fair rate of return or 
as differing fundamentally from the 
“fair return” conception. We regard 
the operating ratio test as a suitable 
method of determining what a fair rate 
of return is for this particular and pe- 
culiar type of utility. Such fair return, 
when expressed as a percentage of the 
rate base, may appear to be alarmingly 
large when compared to “fair return” 
rates generally arrived at for other 
types of utilities. However, the acid 
test of any utility’s net earnings are, in 
our opinion, their adequacy to meet its 
reasonable financial requirements. 

[2] After consideration of the com- 
position of applicant’s rate base and its 
general financial condition, we are of 
the opinion that operating ratios ap- 
proximating 88 per cent before income 
taxes and 94 per cent after income 
taxes are reasonable for it, and we have 





1Public Utilities Commission of the state 
of California; Public Service Commission of 
Connecticut; Maine Public Utilities Commis- 
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sion; Massachusetts Department of Public 
Utilities; Utah Public Service Commission. 


90 PUR NS 





HAWAII PUBLIC UTILITIES COMMISSION 


used these ratios as preliminary tests 
for determining the reasonableness of 
the various rate proposals before us. 
Net earnings which result from these 
“reasonable” ratios have been finally 
tested against financial requirements to 
arrive at a rate of return considered 
fair for applicant under present circum- 
stances. 


Zone Fares 

Under the terms of its original 
charter, applicant was limited to “one 
fare in the closely built up portion of 
the District of Honolulu.”? This 
restriction was slightly amended in 
1947? and was removed altogether in 
1949, 

Most transit companies were organ- 
ized to operate relatively few, short- 
haul lines. Because the cost of provid- 
ing service over such limited systems 
was relatively small and because of the 
difficulty of measuring the average 
length of ride and resultant cost of 
service to particular patrons, rates 
were set on a flat basis for the entire 
system. In the early days of transit 
companies, most flat rate fares so de- 
termined were nominal and proved to 
be no deterrent to the patronage of 
short-haul riders. 

As cities grew and demands for mass 
transportation services increased, 
transit companies expanded their serv- 
ice correspondingly. Such expansions 
extended existing lines and added new 
ones to serve new urban and suburban 
areas. As a result, simple short-line 
transit systems evolved into complex 
long-line systems over the years, and 


the maximum ride over such systems 
lengthened correspondingly. 

During the period of such growth, it 
became necessary from time to time, 
because of increased unit operating 
costs or because of the extended serv- 
ice available to the rider, for transit 
companies to increase their revenues 
through increases in fares. They had 
two alternative methods of accomplish- 
ing this, either to increase the flat rate 
fare for their entire systems, or estab- 
lish fare zones in order to relate the 
fare charged to the length of the ride 
offered and to the corresponding cost 
of the service. For many years they 
chose the former as the avenue of least 
resistance and because of the simplicity 
and ease of collecting and handling a 
single basic fare. For this reason the 
riding public paid and became ac- 
customed to the single fare for many 
years and it became “sacred” to reg- 
ulatory bodies and transit companies. 
As a result most transit companies, un- 
til recently, have been in a class by 
themselves as the only public utility 
which did not attempt to relate their 
charges to the cost of their services as 
allocated between their various classes 
of customers. 

The effect of such single fares does 
not, in our opinion, become serious 
until such fares increase to the point 
where they begin to drive away the 
short-haul riders. These short-haul 
riders are, or should, be the backbone 
of any transit company’s business ; they 
put the profit in the company’s “‘pock- 
et.” However, increases in a single 
fare may cause them to walk or find 





1 Section 13, Act 136, Session Laws of Ha- 
waii 1921. 

2 Section 3, Act 133, Session Laws of Hawaii 
947. 
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3 Section 1, Act 149, Session Laws of Hawaii 
49. 
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other means of transportation. When 
this point is reached there results a 
downward spiral in net earnings which 
is disastrous to both the company and 
its patrons, for if the trend should con- 
tinue for any length of time, they 
would eventually suffer from the poor 
service which a financially unhealthy 
company can offer. 

There is no general agreement as to 
the level of fare which will cause a 
' serious loss of short-haul riders. How- 
ever, many experienced transportation 
men believe it to be in the neighbor- 
hood of 10 cents. This is borne out by 
the fact that flat fare increases above 
10 cents have, in many instances, been 
observed to cause a sharp decrease in 
passenger traffic. 

[3] In order to increase over-all 


revenues and retain profitable short- 
haul traffic, regulatory bodies and 


transit companies have, in recent years, 
turned to the establishment of zone 
fares which, although they admittedly 
do not meter individual rides and 
charge accordingly, do make approxi- 
mate distinctions between short or 
medium, on the one hand, and long- 
haul riders on the other, and do estab- 
lish some equity between the relative 
fares which they pay. 

Applicant points to the maximum 
length of ride on its system (22.65 
miles), the present level of its single 
fare (10 cents), the complexity of its 
system, and the losses being incurred 
on the majority if its lines and con- 
tends that it is in its best interest and 
that of the riding public, and equitable 
for all, for it to establish a zone fare 
system at this time. After careful 
consideration of the record we are in 
agreement. 

As to the location of the zone bound- 
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aries proposed by applicant, the record 
is sufficient to support their reasonable- 
ness. We will, therefore, hereinafter 
authorize the establishment of such 
zone boundaries. The rates of fares 
to be charged in conjunction with such 
zone fare system will be discussed here- 
under in connection with our review of 
the financial operating results expected 
to be produced thereby. 

Although the added revenue which 
will be produced by zoning will be rel- 
atively small, we believe we should 
not avoid the establishment of such 
zones for that reason and make up the 
difference in required revenue by 
means of a slightly higher basic fare. 
We believe that it is our responsibility 
to look to the future when, in our 
opinion, conditions will require more 
extensive application of the principle of 
zoning. We believe that the time has 
come for zoning in Honolulu, that it 
must be built up by gradual steps, and 
that it must start on long lines, in out- 
lying sections, with minimum fare in- 
crements and long overlaps. 

We believe that this proposal does 
not discriminate unduly against those 
patrons who will be required to pay an 
additional zone fare. In general, they 
will be paying more because they are 
getting a longer ride. The long-haul 
riders, for the most part, are those 
traveling between outlying residential 
sections and the center of the business 
district. Property values and taxes are 
comparatively lower in such outlying 
and suburban areas. The additional 
fare will merely tend to equalize the 
cost of living between such areas and 
those closer to the business district. 
While we realize that it will mean an 
unexpected burden to those who have 
already established their homes in the 
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outer zones, we believe that the insti- 
tution of zoning can no longer be de- 
ferred without prejudice to the long- 
term welfare of the company and its 
patrons as a whole. 


Evidence Presented 


Turning now to the evidence, we 
will review the cases presented by the 
company and the staff in some detail. 
Both applicant and the staff presented 
exhibits and testimony * as to the prob- 
able utility earnings, rate of return, and 
operating ratio, under both present and 
proposed rates, for the test, year (June 
1, 1951—May 31, 1952). In addition, 
the staff presented estimates as to prob- 
able earnings, rate of return, and op- 
erating ratio during the test year un- 
der five alternate fare plans as set forth 
on page 7 of Commission’s Exhibit Q. 


Historical Showing 


Evidence presented by the staff 
showed that applicant incurred a net 
operating loss of $67,482 in 1948 and 
realized net income of $341,215 and 
$235,675 in 1949 and 1950, respective- 
ly. 

The record shows that the decline 
in net operating income in 1950, as 
compared to 1949, was due to a con- 
tinuing decline in passenger traffic and 
resultant gross revenue, as well as in- 
creased unit operating costs. This un- 
favorable trend is expected to continue 
in the future, although there is some 
indication that the downward trend in 
passenger traffic may level off and be- 
come stabilized not far below present 
levels. 


Forecast Showing 


Company and staff estimates of the 
financial results of applicant’s opera- 
tions under present rates during the 
test year ending May 31, 1952, are 
summarized in the following compara- 
tive tabulation: 


Test Year 
June 1, 1951—May 31, 1952 
Under Present Rates 
Staff 


$4,023,552 
3,824,202 


Company 
$4,022,500 
3,852,697 


Revenues 
Expenses ......... 





Net before Income 
Taxes 
Income Taxes ..... 


$169,803 
78,021 


$91,782 


$199,350 
92,6% 





Net for Return .. $106,654 


$2,858,610 
3.73% 





Rate Base 

Rate of Return ...... 

Operating Ratio before 
Income Taxes . 

Operating Ratio after 
Income Taxes 


$4,422,176 
2.07% 


95.77% 
98.95% 


95.04% 
97.35% 


As the figures above show, differ- 
ences in company and staff estimates 
of revenue during the test year under 
present rates were negligible. There is 
a small difference in operating expense 
estimates, the reasons for which will 
be discussed below in connection with 
the comparison of staff and company 
estimates of operating results under 
proposed rates. The material differ- 
ence between. staff and company rate 
base estimates will also be later dis- 
cussed in the section outlining the de- 
velopment of such estimates. It is 
apparent from either set of figures that 
the company’s present rates of fare will 
not produce sufficient revenue to meet 
its requirements. 





1 List of witnesses: For applicant: J. W. 
McClaren, Jr., J. E. Ong, E. deHarne, G. H. 
Kellerman, and J. Glessner; for the Commis- 


sion: J. H. Kangeter, W. H. Wright, C. S. 
Fraga, and H. G. Butler. 
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Company and staff estimates of op- 
erating results during the test year un- 


Scheduled Passenger Revenues 
Charter 
Miscellaneous 


Total Operating Revenues 
ere ee ce 
Depreciation 
‘Amortization 
Taxes Other than Income 

Total Operating Expenses 


Net before Income Taxes 
Income Taxes 


Net for Return 


Rate Base 
Rate of Return 
Operating Ratio before Income Taxes 


Operating Ratio after Income Taxes ........... 


The principal difference between 
the two sets of estimates is in the 
amount of the rate base. The staff’s 
estimate of revenue is approximately 
1.5 per cent greater than the com- 
pany’s, the expenses before deprecia- 
tion, amortization and taxes other 
than income less by 2 per cent, ex- 
penses including depreciation, amor- 
tization, and operating taxes less by 1.1 
per cent and the rate base is approxi- 
mately 35 per cent smaller. These dif- 
ferences, except in the rate base, are 
not material ; however, they will be dis- 
cussed briefly with primary emphasis 
on the rate base disagreement. 


Revenues 

[4] Company and staff estimates 
of revenues under proposed rates were 
developed from a common base. Both 
used past traffic curves as a basis for 
estimating the number of full fare pas- 
sengers that the company would carry 
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der proposed rates are compared, as 


follows: 


Test Year (June 1, 1951—May 31, 1952) 


Staff 


Company 
$4,348,728.00 
30,000.00 
50,000.00 


Under Proposed Rates 


Difference 
$56,567.00 
3,000.00 
5,820.00 





$4,494,115 


$4,428,728.00 


$65,387.00 





_ $3,163,745 
299,4 


24,891 
296,141 


$3,227,173.70 
304,867.00 
24,891.00 
270,500.00 


$63,428.70 
5,437.00 


25,641.00 





$3,784,207 


$3,827,431.70 


$43,224.70 





$709,908 
408,196 


$601,296.30 
322,296.00 


$108,611.70 
85,900.00 





$301,712 


$279,000.00 


$22,712.00 








$2,858,610 
10.55% 


84.20% 
93.29% 


$4,422,176.19 
6.31% 


86.42% 
93.70% 


$1,563,566.19 


during the test year under present rates 
and agreed on a figure of 36,600,000. 
Company and staff estimates of inter- 
zone riders were based on figures de- 
veloped in a traffic study conducted by 
the staff. While there were minor 
differences in company and staff meth- 
ods of translating the basic figures into 
a test year forecast, the results did not 
differ materially. Both applicant and 
the staff based their estimates of the 
number of school fare passengers to be 
carried during the test year under pres- 
ent rates on a survey conducted in all 
classrooms of all schools during the 
month of November, 1950, in which 
the staff of the Commission partici- 
pated. Company and staff estimates 
were in practical accord, the company 
using a figure of 5,450,000 and the 
staff using a figure of 5,449,300. 

The differences in the estimates of 
passenger revenue under proposed 
fares resulted from disagreements as to 
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the diminution in passengers which 
would be caused by the proposed in- 
creased fares and the percentage of ri- 
ders who would take advantage of the 
cheaper rate of basic fare by purchasing 
tickets. 

The Commission’s consultant, Mr. 
Harry G. Butler, testified that the dim- 
inuticn factor used in the staff’s com- 
putations (2} per cent for each 10 per 
cent increase in basic fare) was based 
on a study of this company’s experience 
after past fare increases and his best 
judgment gained from long experience 
with various mainland bus properties. 
He testified further that this factor has 
been used exclusively by the California 
Public Utilities Commission in trans- 
portation rate proceedings for a num- 
ber of years, after having been ana- 
lyzed by many competent engineers 
and transportation experts. He added 
that this factor was so widely accepted 
that it was adopted by many bus oper- 
ators, including the Key System in 
Oakland and Pacific Greyhound Lines, 
which is the largest bus operator in the 
United States. 

The company presented testimony 
and its Exhibits 7 and 8 in support of 
its contention that each 10 per cent in- 
crease in fare would result in a 3 per 
cent loss in traffic. We find no fault 
with these exhibits as a statistical pres- 
entation. However, we are of the 
opinion that they are of but little value 
in the present instance, for we feel that 
the traffic loss figures developed therein 
are basically defective. They depend 
on the assumption that the calculated 
net change in traffic trend for each of 
the companies listed is due solely to the 
increased fare; they fail to take into 
account many other variables which 
can and usually do affect such trends. 


Even if we accepted the 3.3 per cent 
diminution factor developed in appli- 
cant’s Exhibits 7 and 8 as representing 
the general experience of the companies 
listed therein, we would still hesitate to 
apply this factor in the present instance 
because of the extreme deviation be- 
tween the high and low factors devel- 
oped. We will, therefore, rely on 
the judgment of our staff and the prec- 
edent set by the California Public 
Utilities Commission, which in our 
opinion is one of the foremost regula- 
tory bodies in the United States, and 
will adopt the diminution factor of 24 
per cent for the purposes of this de- 
cision. 

The second factor contributing to 
the difference in company and staff es- 
timates of full fare passenger revenue 
under proposed rates is the percentage 
of utilization of the proposed ticket 
fare. The staff used a figure of 80 
per cent for both intra and interzone 
riders, while the company used a factor 
of 82 per cent for intrazone riders and 
95 per cent for interzone riders. Com- 
pany and staff estimates of average in- 
tra and interzone full fares resulting 
from the use of these factors are com- 
pared in the following tabulation : 


Estimated 
Average Fare 
Company Staff 


11.36¢ 11.38¢ 


Intrazone passengers 
14.46 14.38 


Interzone passengers ...... 


The ticket utilization factors are 
matters of judgment and can only be 
determined conclusively after experi- 
ence is gained. The Commission de- 
sires that the company make necessary 
studies to determine the extent of util- 
ization of the ticket fare. Since dif- 
ferences between company and staff are 


90 PUR NS 138 





not 

figu 
cisi¢ 
FE 
dev 
util 
esti 
pur 
C 


sch 


-and 


the 
7 
the’ 
lan 


er | 
for 
ing 
wh 
ma 
yea 
tert 
she 
anc 
est 
an 


pos 
Of 


$6 


Siv 


RE HONOLULU RAPID TRANSIT CO., LIMITED 


not substantial we will adopt the staff’s 
figures for the purposes of this de- 
cision. 

Because of our approval of the staff’s 
development of diminution and ticket 
utilization factors, we will adopt its 
estimate of full fare revenues for the 
purposes of this decision. 

Company and staff estimates of 
school fare revenues differed very little 
-and we will adopt the staff’s figure for 
the purposes of this decision. 

The company and staff differed in 
their estimates of chartered and miscel- 
laneous revenue by a total amount of 
$8,820, the staff’s estimate being high- 
er by that amount. The staff based its 
forecast on such revenues received dur- 
ing March and April, 1951 annualized, 
while the company based its lower esti- 
mate on the experience of previous 
years. We see no reason why char- 
tered and miscellaneous revenues 
should not continue at present levels 
and we will, therefore, adopt the staff’s 
estimates in the amounts of $33,000 
and $55,820, respectively, for the pur- 
poses of this decision. 


Operating Expenses 

[5] There is a total difference of 
$63,429 between company and staff 
estimates of operating expenses, exclu- 
sive of depreciation, amortization, and 
operating taxes. A minor part of this 
difference is accounted for by the dif- 
ferences in estimates of vehicle mileage 
to be operated during the test year. 
Both company and staff based their 
estimates of mileage to be operated on 
their respective estimates of passengers 
to be carried. The resultant differ- 
ence in mileage estimates was reflected 
in the operating expense elements 
which vary with mileage. The major 
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portion of the difference, amounting to 
$60,128, lies in two items, wages and 
pensions. The difference in the wage 
item amounting to $4,963 was due to 
the fact that the staff did not include 
recent salary increases granted to non- 
bargaining unit employees. This 
amount will be allowed for the pur- 
poses of this decision. 

The difference in the item of pen- 
sions, amounting to $55,165, is of suf- 
ficient importance to merit some dis- 
cussion. The staff included an amount 
of $18,500 for pension costs, which 
amount represents the estimated pay- 
ment for future service annuities of 
nonbargaining unit employees during 
the test year, but excluded the esti- 
mated costs of past service annuities 
for such employees and also the totak 
estimated pension cost for bargaining 
unit employees, both of which were in- 
cluded by the company in the amounts: 
of $13,546 and $41,589, respectively. 

We will exclude the pension costs of 
$41,589 for bargaining unit employees, 
as there is nothing in the record to 
show that such costs will be incurred 
during the test year other than the ex- 
pressed desire of the company to place 
a pension plan for such employees in 
effect. Whether these employees will 
agree to such a plan in the near future 
is very doubtful. We will not antici- 
pate the event. 

Cost of future service annuities for 
nonbargaining unit employees will be 
allowed in the amount of $18,500, as 
included by the company and the staff. 
The record shows that applicant has 
contracted with the John Hancock Life 
Insurance Company to place an insured 
pension plan in effect for such em- 
ployees. As regards the cost of past 
service annuities for these employees, 
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amounting to $13,546, we are unde- 
cided as to whether or not this cost 
should be borne by the company’s 
present and future ratepayers. This 
question, which is relatively new to 
tegulatory bodies and which, as the 
record shows, has been accorded dif- 
ferent treatment by a number of them, 
is believed to merit further detailed 
Study and consideration. We will, 
therefore, withhold a finding on this 
important matter until a later date and 
will exclude the amount in question 
from the allowance for operating ex- 
penses which we will adopt for the 
purposes of this decision. This treat- 
ment is not believed to be detrimental 
to the company since it may record any 
expenditure actually incurred therefor 
as a direct charge to operating ex- 
penses, if it so desires, and the amount 
so entered may be amortized “below 
the line”’ if it should be disallowed. 

For the reasons stated above, we 
will adopt the staff’s estimate of op- 
erating expenses, with adjustments to 
include the additional $4,963 for wages 
as noted above, additional gasoline 
taxes estimated to amount to $6,000, 
and amortization of regulatory ex- 
penses in connection with this proceed- 
ing amounting to $12,120, which the 
company will be allowed to amortize 
over a period of two years by annual 
charges of $6,060. The adopted al- 
lowance for expenses, after adjust- 
ments as noted above, totals $3,180,- 
768. 


Depreciation and Amortization 

[6] Company and staff estimates 
of depreciation and amortization ex- 
penses chargeable to operations were in 
agreement, with one exception. The 
staff’s estimate of $299,340 for de- 
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preciation expenses excluded an item 
of $5,347, which represented estimated 
depreciation on fifteen trolley coaches 
offered for sale by the company. Since 
applicant has offered these vehicles for 
sale we can only assume that it has de- 
cided that they are no longer used or 
useful in the public service. We do 
not believe that the ratepayer should 
bear the cost of depreciation on inop- 
erative property and will, therefore, 
adopt the staff’s estimate. The exclu- 
sion of depreciation charges on the 
fifteen trolley coaches will work no 
hardship on the company, since it will 
be allowed to amortize any loss in- 
curred in their sale, if and when any 
such loss is actually incurred. Amorti- 
zation expense in the amount of $24,- 
891, as agreed upon between the com- 
pany and staff, will also be allowed. 


Taxes 

There are rather large differences 
between company and staff estimates 
of operating and income taxes. How- 
ever, such differences will not be dis- 
cussed inasmuch as they are the result 
of differences in revenue and expense 
estimates rather than disagreement as 
to the proper method of computing the 
estimates. The figures which will be 
used below in the summary of adopted 
estimates of operating results under 
proposed rates are based on present tax 
rates as applied to revenue and ex- 
pense estimates adjusted as set forth 
hereinabove. 


Rate Base 

[7] Company and staff estimates 
of the average rate base, differing by 
$1,563,566, reflect fundamental dif- 
ferences of opinion. These estimates 
are set out here in summary form for 
purposes of comparison: 
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Est. Avg. Depreciated 
Rate Base 
Test Year (June 1, 1951- 
May 31, 1952) 

















Ince Company Staff 
ee $1,007,5772 $361,7942 
; de. Plant and Equipment 

S| eee 2,890,1933  1,965,4554 
1 or HMaterials and Sup- 
. do | ee 318,090 325,045 
é Unamortized Rail Re- 
yuld moval Cost ....... 176,316 176,316 
10p- Change Funds ...... 30,000 30,000 
Ore, M Average Depreciated 
clu- ‘Rate Base ........ $4,422,176 $2,858,610 






1 Appraised value except Fernhurst property 
at original cost. 
2 Original cost. 











vill 8 Original cost less accrued depreciation per 
IN- HH books, except trolleys and busses, included at 
ny original cost 50% depreciated. ha 

; 4 Original cost less accrued depreciation per 

‘ti- Hf books. 

4,- 

m- The large difference in the rate base 
estimates lies in two items, namely, 
land and equipment in service. The 
company included land at appraised 

S @ value, except for the Fernhurst prop- 

eS 





erty, which was included at original 
cost. 

The staff included land at original 
cost. It excluded a portion of the 
Fernhurst property which is not pres- 
ently used and useful in utility serv- 
ice. The staff’s allowance of 38.9 per 
cent of the cost of that property was 
based on the area now being used by 
the transit company, which is 38.9 per 
cent of the total Fernhurst area. 

The company and staff were agreed 
on the depreciated original cost of the 
plant and equipment in service. How- 
ever, in its computation of the aver- 
age rate base, the company included 
trolleys and busses at original cost 50 
per cent depreciated rather than at the 
original cost less accrued depreciation 
per books, as was done by the staff. 

We are of the opinion that the com- 
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pany’s development of the estimated 
average rate base, as regards the land 
and equipment items, is unrealistic and 
deserving of very little consideration. 
Applicant’s contention that land should 
be included at appraised value was de- 
nied in the 1946 proceedings in Docket 
No. 903 by Commission’s Decision No. 
82, 65 PUR NS 48, and this disposi- 
tion was reaffirmed in the 1949 pro- 
ceedings in Docket No. 986 by Com- 
mission’s Decision No. 110. We shall 
again include land in the rate base 
at original cost only. As regards the 
Fernhurst property we are of the opin- 
ion that the staff’s treatment was prop- 
er, with one exception. As the record 
shows, the balance of the Fernhurst 
property will be placed in service by ap- 
proximately March 1, 1952, and the 
balance of the original cost ($244,650) 
will, therefore, be allowed for the re- 
mainder of the test year. This will in- 
crease the staff’s allowance for land by 
$50,969 as reflected in the average rate 
base, making the adopted figure for 
land in service $412,763. 

The company’s inclusion of rolling 
stock in its rate base at 50 per cent 
depreciated condition is, to say the 
least, without precedent, reason, or 
justification, and will be dismissed 
without further comment. 

[8] We will state here that the 
rate base hereinafter adopted will not 
be the sole means of testing the rea- 
sonableness of the rates proposed by 
the company, or those which will here- 
inafter be authorized. Rather, we will 
rely on a threefold test of such rates; 
namely, the operating ratio resulting 
therefrom, the adequacy of the net in- 
come produced to meet the company’s 
reasonable financial requirements, and 
the relationship of such net income to 
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the rate base expressed in per cent, 
with the first two tests being given as 
much or more weight than the third, 
for the reasons hereinabove stated. 

We will, therefore, adopt the follow- 
ing rate base estimate for the purposes 
of this decision: 


Adopted Average 
Depreciated 
Rate Base 
Test Year June 1, 
1951—May 31, 1952 
ups $412,763 
Plant and Equipment in Service 1,965,455 
Materials and Supplies .. 325,045 
Unamortized Rail Removal 
Cost ME ery ree 176,316 
Change Funds 


Average Depreciated Rate 
$2,909,579 


Alternative Fare Plans 


In addition to its estimates of op- 
erating results during the test year 
under proposed rates, the staff present- 
ed estimates of operating results under 
five alternative fare plans, as follows: 
[See table at bottom of page. ] 


The staff’s estimate of operating re- 
sults under alternative fare plan “E,” 
which it recommended for adoption, is 
summarized hereunder : 


Staff Estimate 
Alternative 
Fare Plan “E” 
$4,331,960 
3,800,259 


Revenues 
Expenses 


$531,701 
270,055 


261,646 


Net before Income Taxes . 
Income Taxes . re 


Net Income 


ADULTS 
Intrazone 
Cost Per 
Ride 
Tickets 
10.5¢ 5¢ None 
10.0¢ 5¢ None 


Tickets 
2 for 21¢ 
3 for 30¢ 

None 


Cash 
“A” 13¢ 
“B” 13¢ 
“Cc” li¢ 
“D” 11¢ None 
“E” 13¢ 2 for 21¢ 
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10.5¢ s¢ 


Cash _ Tickets 


ade 5¢ 
.. No Zones 6¢ 
. No Zones 5¢ 
5 for 15¢ 5¢ 
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We will adopt the staff’s estimate 
with adjustments to operating ex- 
penses for additional wages, gasoline 
taxes, and regulatory expenses in the 
total amount of $17,023, which we 
have hereinabove allowed. 


Adopted Estimates of Operating Re- 
sults 

In summary review of the foregoing, 
it is our conclusion that operating re- 
sults under rates proposed by applicant 
and alternative fare plan “E” recom- 
mended by the staff, would be as fol- 
lows: 


Adopted Estimates 
Test Year June 1, 1951- 
May 31, 1952 
Proposed Fare Plan 
Rates a 
$4,494,115 $4,331,960 
3,801,230 3,817,282 


Revenues 
Expenses 





Net before Income 
$514,678 
256,859 


257,819 


$2,909,579 
8.86% 


Income Taxes .... 





$297,885 
$2,909,579 


Net Income .. 





Rate Base 

Rate of Return 

Operating Ratio be- 
fore Income Taxes 

Operating Ratio after 
Income Taxes . 


88.12% 
94.05% 


84.58% 
93.37% 


Financial Requirements 


[9] In our opinion the net income 
produced by alternative fare plan “E” 
($257,819) would be adequate to meet 
applicant’s financial requirements. 
Such would cover fixed interest 


ScHoot Fares 


Zones 2 & 3 


Cost Per 
Ride 
Tickets 


Cost Per 
Ride 
Tickets Cash Tickets 
5¢ None 
5 None 
10 for 55¢ 
None 
None 


5.5¢ 
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charges and preferred stock dividends 
totaling $27,030 and permit payment 
of common stock dividends of 6 per 
cent or 8 per cent, with carry-overs to 
earned surplus of $121,349 or $84,- 
869, respectively. 


Rates of Fare 


After careful study of applicant’s 
rate proposals, we are of the opinion 
that they will produce net income in 

‘excess of its requirements. We also 
believe that the rates themselves are 
not suitable in form because they would 
require the adult rider to purchase 5 
fares to obtain the ticket discount, 
which we believe is unduly burden- 
some, and would require the occasional 
school fare rider who purchased only 
one fare to pay too much of a premium, 
which feature we believe to be par- 
ticularly objectionable. 

On the other hand, we are of the 
opinion that the rates recommended by 
the staff will produce net earnings ad- 
equate to meet applicant’s needs. We 
favor the form of such rates which pro- 
vide for ticket sales at the rate of 2 for 
21 cents, or multiples thereof, which 
makes it possible for even the oc- 
casional rider, making a single round 
trip by bus, to take advantage of the 
ticket discount. In addition the pres- 
ent 5-cent cash school fare is retained. 
Although it is true that such school 
fare does not cover the cost of the serv- 
ice, neither does that proposed by the 
company, and it will produce approxi- 
mately the same revenue as the com- 
pany’s proposed school fare, without 
the attendant difficulties of ticket han- 
dling and accounting, and without pe- 
nalizing the occasional school fare 
rider. 


143 


Conclusions 


[10] The Commission, having con- 
sidered the entire record herein and be- 
ing fully advised in the premises, is of 
the opinion and finds that applicant’s 
present rates of fare will not produce 
adequate revenues to meet its needs 
and as such are unjust and unreason- 
able and should be abolished, but that 
the rates of fare proposed by applicant 
are excessive and should be denied. 
We are further of the opinion and find 
that the rates of fare recommended by 
the staff will yield net income in the 
amount of $257,819, a rate of return 
of 8.86 per cent on the adopted rate 
base and an operating ratio of 94.05 
per cent after taxes during the test 
year, that such a return is fair and rea- 
sonable under the circumstances and 
adequate to maintain applicant in 
sound financial condition, and that, 
therefore, the rates of fare recommend- 
ed by the staff should be authorized. 


The company will be authorized to 
establish, as of June 16, 1951, fare 
zones numbered 1, 2, and 3 as set forth 
on the map attached hereto as Exhibit 
1 and by reference made a part hereof, 
and to place in effect, as of June 16, 
1951, rates of fare as follows: [Ex- 
hibit 1 omitted. ] 


(1) Full-Fare Passengers 


Thirteen cents cash fare or 2 tickets 
for 21 cents, with an additional fare of 
5 cents cash, or a ticket sold at the rate 
of 5 for 15 cents, for full-fare pas- 
sengers crossing the boundaries be- 
tween zones | and 2, or between zones 
1 and 3, with full transfer privileges on 
all connecting service lines within any 
zone for which the fare has been paid, 
subject to the company’s rules relating 
to such transfers. 
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(2) School Fares 

Five cents cash fare, with full trans- 
fer privileges on all connecting service 
lines, subject to the company’s rules 
relating to such transfers. No zone 
fares. 


(3) Express Service to and from 
Pearl Harbor 

Twenty cents cash, with no transfer 
privileges. 

(4) Special Services 

Such other fares for special services 
as the Commission may from time to 
time approve. 

An order in conformity with this 
decision will issue. 


O’Dowpa and 
The action of 


CoMMISSIONERS 
LycurGus dissenting : 


the Commission in this matter marks a 
significant departure from the histori- 
cal pattern of applicant’s rates. 


For 
the first time, adult passengers will be 
required to pay a fare of more than ten 
cents to ride the company’s busses and 
trolleys. Furthermore, they will no 
longer be permitted to ride as far as 
they desire for the fare. We are, of 
course, aware of the pressure of rising 
costs, their effect on applicant’s busi- 
ness, and the necessity for financial re- 
lief. We are also cognizant of the 
trends toward fares in excess of 10 
cents and zoning. We have no precon- 
ceived objection to either in principle 
—the 10-cent fare may be going the 
way of the “5-cent cigar’’—nor is there 
anything “sacred” about the single 
fare. But under the circumstances of 
the present case we feel strongly that 
the action of the Commission has not 
been in the best public interest. Be- 
cause of our convictions in the matter, 
we feel compelled to set forth our views 
at some length. 
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Our immediate concern is for those 
people who have established their 
homes in residential districts outside 
Zone 1. True, they enjoy a way of 
life that others living in more conjested 
areas do not and, no doubt, they are 
willing to pay for it. However, it 
seems to us that the increases author- 
ized by the Commission fall unduly 
heavily upon them. To some families 
the new rates will mean a hardship. 
Moreover, in the not too distant fu- 
ture, we may be faced with a request 
for an extension of zoning to other 
areas. In this very matter applicant 
originally sought the establishment of 
twelve zones, covering practically ev- 
ery one of the outlying residential dis- 
tricts. The reasons for zoning would 
seem to apply equally to such other 
areas. We find it difficult to draw the 
line, except at the extreme limits of 
applicant’s present system. When new 
zones are established, the families liv- 
ing there will also feel the burden of the 
new fare. So it is not an insignificant 
part of the riding public for whom we 
are concerned. 

We are also concerned with the im- 
plications of zoning. Heretofore, the 
Commission has authorized and, in a 
few instances perhaps, required exten- 
sions of service to new areas even 
though the prospective patronage was 
far beiow the cost of the service. The 
Commission has felt free to do so be- 
cause it believes that tie company’s 
position as the sole mass transporta- 
tion carrier in the city carries with it 
the obligation to render service on un- 
profitable lines as well as profitable 
lines so long as the over-all operations 
give the company a fair rate of return. 
That policy has, we believe, accelerated 
the develcpment of new ~vesidential 
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areas, which in turn has increased the 
patronage on such lines. We believe 
that that is the way to make outlying 
routes pay their way—by encouraging 
patronage, not by discouraging it with 
an extra fare. 

We are not saying that anyone has 
a right to the continuance of the single 
fare. But we sincerely feel that the 
new rate structure is unfair to many 
of the present patrons of the company. 
We also believe that the additional rev- 
enues which will be realized from the 
zone fare do not justify the hardship 
which will be imposed on those people. 
We would feel otherwise if the Com- 
mission had no other reasonable alter- 
native ; but that is not the case. In one 
of the alternative fare plans, plan “D,” 
we have been presented by the staff 
with a fare structure which we believe 
will not only adequately take care of 
the financial requirements of the com- 
pany, but also be in the best interests 
of the riding public at large. 

We would, therefore, authorize the 
company to place in effect, as of June 
16, 1951, rates of fare as follows: 


(1) Full-Fare Passengers 

Eleven cents cash, with full transfer 
privileges on all connecting service 
lines, subject to the company’s rules re- 
lating to such transfers. 


(2) School Fares 

Five cents cash, with full transfer 
privileges on all connecting service 
lines, subject to the company’s rules 
relating to such transfers. 

(3) Express Service to and from 
Pearl Harbor 

Twenty cents cash, with no transfer 
privileges. 

(4) Special Services 

Such other fares for special serv- 

[10] 
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ices as the Commission may from time 
to time approve. 

Such fares should give the follow- 
ing results, which we believe to be fair 
and reasonable under the circum- 
stances and adequate to maintain ap- 
plicant in sound financial condition : 


Estimated Operating 

Results Alternative 
Fare Plan “D” 

Test Year June l, 

1951-—May 31, 1952 
eee Aer, okey Bo $4,290,840 
3,818,558 


$472,282 
228,255 


$244,027 
$2,920,588 


Revenues . 
Expenses 


Net before Income Taxes 
Income Taxes 


Net Income 
Rate Base 
Rate of Return 
Operating Ratio before Income 
. ae emetien 
Operating Ratio after Income 


88.99% 


Pursuant to Commission’s Decision 
No. 125 entered in the above-entitled 
matter, it is hereby 


Ordered: That Honolulu Rapid 
Transit Company, Limited, be and it 
is hereby authorized and directed to 
establish, as of June 16, 1951, fare 
zones numbered 1, 2, and 3 as set forth 
on the map attached hereto as Exhibit 
1 and by reference made a part hereof, 
and to place in effect, as of June 16, 
1951, rates of fare as follows: [Ex- 
hibit 1 omitted. ] 


(1) Full-Fare Passengers 
Thirteen cents cash fare or 2 tickets 
for 21 cents, with an additional fare of 
5 cents cash, or a ticket sold at the rate 
of 5 for 15 cents, for full-fare passen- 
gers crossing the boundaries between 
zones 1 and 2, or between zones 1 and 
3, with full transfer privileges on all 
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connecting service lines within any 
zone for which the fare has been paid, 
subject to the company’s rules relating 
to such transfers. 


(2) School Fares 

Five cents cash fare, with full trans- 
fer privileges on all connecting serv- 
ice lines, subject to the company’s rules 
relating to such transfers. No zone 
fares. 


(3) Express Service to and from 
Pearl Harbor 

Twenty cents cash, with no transfer 
privileges. 

(4) Special Services 

Such other fares for special serv- 


ices as the Commission may from time 
to time approve. 








ARIZONA CORPORATION COMMISSION 


Re Arizona Edison Company, 


Incorporated 


Docket No. 9854-E-1014, Decision No. 21260 
July 18, 1951 


PPLICATION for authority to increase electric, gas, and water 
y \ rates; application granted. 


Valuation, § 27 — Measures of value — Economic value — Book value. 
A rate base for a power company was arrived at by considering both the 
so-called economic value (substantially reproduction cost new less deprecia- 
tion, except for an additional deduction for functional depreciation) and 


the book value of the property. 


Valuation, § 27 — Measures of value — Precedent — Future determination. 
Statement that although the fair value of a power company’s property was 
determined by a consideration of both the economic value and book value 
of such properties, such a decision should not be a precedent for any state 
pattern or formula for the future, because all methods of determining rate 
bases would end in the same result if the country were in a sustained 
period of level prices ; and a broad sweeping conclusion as to which formulae, 
if any, would be appropriate, should not be made under such conditions, 


p. 149. 


By the Commission: At a session 
of the Arizona Corporation Commis- 
sion held at the hearing room of said 
Commission’s office in Phoenix, Ari- 


zona, beginning at 10 o’clock a. M. on 

Thursday, May 17, 1951, and conclud- 

ing on Saturday, June 2, 1951. 
These proceedings are upon an orig- 
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inal petition of Arizona Edison Com- 
pany, Inc., filed with this Commission 
on March 15, 1951, asking for au- 
thority to amend, revise, adjust, and in- 
crease certain of its electric, gas, and 
water rates in order that such proposed 
rates would produce approximately 
$317,883 of additional gross revenue 
or $147,992 of gross income (net earn- 
ings) based upon sales for the 12- 
month period ended December 31, 
1950. The company explained that 
its asking was for rates which would 
produce slightly more gross revenue 
than this, namely $351,300, but that 
amount was reduced to the said $317,- 
883 when certain rate decreases made 
just prior to this hearing were taken 
into account. 

The Commission fixed 10 o’clock 
a.M., Thursday, May 17, 1951, as the 
time for the beginning of the hearing 
and gave due notice thereof to all in- 
terested parties. 

A public hearing was held before the 
Commission, all Commissioners being 
present, on May 17, 18, 21, and 22, 
1951. Appearances were entered by 
the company, the attorney general’s of- 
fice and the Commission staff, and by 
Miami, Arizona, represented by its 
mayor, Arthur Turner; Casa Grande, 
by its Counsel, Gene Mangum; Yuma, 
by City Councilman, J. W. Bailey; 
Winkelman, by its Mayor, Charles 
Quarelli ; and Coolidge, by its Counsel, 
Charles W. Stokes. 


On May 22, 1951, the hearing was 
adjourned with permission given to 
both the company and the attorney 
general and the Commission staff to 


prepare closing exhibits. Shortly 
thereafter, the company submitted one 
and the attorney general and Commis- 
sion staff submittted nine such exhibits 


147 


for which the hearing was reopened 
and opportunity for cross-examination 
was again provided. 

On June 2, 1951, the Commission 
met in executive session, all Commis- 
sioners being present, and issued the 
following minute order: 

“The Commission having carefully 
reviewed all the evidence in the matter 
of the petition of Arizona Edison Com- 
pany, Inc., for authority to modify cer- 
tain of its electric, gas, and water rates, 
Docket No. 9854—E-1014, upon mo- 
tion duly made, seconded and unani- 
mously carried by the vote of all the 
Commissioners, it was ordered that the 
rate schedules filed by applicant, Ari- 
zona Edison Company, Inc., on March 
15, 1951, as corrected be and they are 
hereby approved effective as of this 
date. 

“It is the further order of this Com- 
mission that the attorney general, to- 
gether with the staff engineer and 
staff auditor, prepare a formal written 
opinion and order in conformity with 
the decision of this minute order.” 

This opinion and order is written 
in compliance with the above set forth 
minute order. 


The company introduced testimony 
and exhibits showing that it had had 
no general rate increase since its for- 
mation in the state of Arizona (1935), 
but that instead has had a score of in- 
dividual rate decreases and some 
blanket rate reductions. The total ef- 
fect of these reductions was illustrated 
by the company by its showing that it 
now sells the same amount of electricity 
for 40 cents that it sold in the year 
1935 for one dollar; that during the 
same years, its average price of gas per 
100 cubic feet has been reduced by 51 
per cent and that the average sale price 
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per thousand gallons of water has been 
reduced by 44.5 per cent. The com- 
pany further showed that most of these 
reductions were made upon its own 
motion. 

The company submitted evidence 
that during this same period prices 
generally were rising by some 78.4 per 
cent (Bureau of Labor Statistics Cost 
of Living Index) and that many of its 
major items of material purchases rose 
by almost as large a percentage. The 
company also submitted evidence of a 
55 per cent increase in its average labor 
costs, 125 per cent increase in taxes 
(other than income), and a 24 per cent 
increases in income taxes. Finally, the 
company indicated it had experienced 
a substantial increase in users in all 
three of its utilities but claimed that its 
earnings had not increased in propor- 
tion to the increase of investment in 
plant property required to serve these 
added users. 

On the subject of rate bases, the 
company submitted evidence (through 
a Stone & Webster Engineering Cor- 
poration witness) of the result of a 
detailed inventory and pricing study 
with deductions for observed deteri- 
oration and functional depreciation. 
The results of this study (according to 
the witness) represented the true “eco- 
nomic value” of the property. Except 
for the added deduction of functional 
depreciation (being described as obso- 
lescence) in addition to the usual de- 
duction for observed depreciation, 
these resulting figures were what are 
generally known as “reproduction new 
less depreciation” studies. 

The company then submitted its 
book cost figures less depreciation, 
again broken down for the electric 
plant, the gas plant, and the nine sep- 


90 PURNS 


arate water operations, together with 
certain pro forma exhibits to indicate 
what plant would be added by the end 
of the year 1951. 

The whole of the testimony and ex- 
hibits of the state were based upon cost 
as reflected by the books of the com- 
pany. The state introduced eleven ex- 
hibits related to rate base developed 
from the company’s books and the com- 
pany’s pro-formed book exhibits but 
differing therefrom in certain substan- 
tial respects: The state adopted a 
more conservative figure for working 
capital than had been adopted by the 
company and completely excluded any 
showing of going concern value. The 
state’s exhibits also excluded any value 
for water rights, organization expense, 
or intangibles. 

Taking into consideration the testi- 
mony and exhibits of the company and 
the Commission staff, going to an 
analysis of both the so-called ‘‘econom- 
ic value” and book value of the various 
company properties, the immediate fu- 
ture expansion needs of the company, 
the trend of costs of operation, and 
other factors here relevant, we believe 
and hereby declare that the fair value 
of the company properties for rate- 
making purposes is as follows: 


oe eee. $9,477,500.00 
2,445,800.00 


Electric Dept. ..... . 
Gas Dept. ... : 
Water Dept. 


Yuma and Yuma Valley 
Ajo Heights 

Bisbee 

Miami 

Superior 

Winkelman ..... 


The Commission has been interested 
in the constant study and investigation 
by various state and Federal Commis- 
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sions as to appropriate formulae for 
determining rate bases. The results 
of these studies and decisions have 
ranged all the way from acquisition or 
original cost less depreciation as used 
by the Federal Power Commission to 
reproduction new less depreciation as 
used by the state of Ohio. Were we 
in a sustained period of level prices, 
these studies and all of the various 
methods of determining rate bases re- 
‘sulting therefrom would be unneces- 
sary for there then would be no differ- 
ence in result between cost of acquisi- 
tion, book value, reproduction value 
new, or any of the many variations in 
between these. However, this Com- 
mission is unready at this time to come 
to a broad sweeping conclusion as to 
which of these formulae, if any, would 
be appropriate and sound for all cases 
in all situations and at all times and, 
therefore, in setting these values, the 
Commission intends and here declares 
that this decision be no precedent for 
any state pattern or formula for the 
future. In this decision, we are taking 
into consideration the history of the 
applicant company, its particular prob- 
lems and present conditions. 

To support its asking and as a part 
of its rate of return testimony, the com- 
pany submitted evidence dealing with 
the so-called “cost of money theory.” 
This evidence tended to show that since 
the year 1949, the cost of money to the 
company exceeded the percentage 
earned on capitalization. It was the 
conclusion of the company’s cost of 
money witness that this was an ex- 
tremely unhealthy situation, financial- 
ly speaking, and was below the level 
where confiscation begins. For this 
legal conclusion, the witness relied 
upon the recent decision of the Massa- 
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chusetts supreme court: New Eng- 
land Teleph & Teleg. Co. v. Depart- 
ment of Public Utilities (1951) — 
Mass —, 88 PUR NS 73, 97 NE2d 
509. 

In further support of its asking, the 
company submitted actual and pro- 
formed income and expense analyses. 
Similar exhibits were submitted by the 
state differing from the company’s ex- 
hibits in the following particulars: 

1. The state eliminated some $38,- 
500 a year expense denying the valid- 
ity of the company’s assumption that 
the now proposed rate increase of the 
El Paso Natural Gas Company (cur- 
rently pending before the Federal Pow- 
er Commission) would be granted in 
toto. 

2. The state considered that the ex- 
pense of the rate hearing to the com- 
pany, together with the cost of the 
property inventory record set up should 
be amortized over five years instead of 
the 3-year amortization period reflect- 
ed in the company’s exhibits. 

3. The state’s exhibits reflected an 
amortization of cycle conversion work 
over a 10-year period instead of the 
5-year period reflected by the compa- 
ny’s exhibits. 

4. As the state had, in its exhibits 
dealing with the value of the property, 
eliminated organization expense, water 
rights, going concern value, and certain 
intangibles, it likewise here eliminated 
the amortization expense of these 
items. 

5. The company’s exhibits included, 
as an added expense, the increase cost 
of power that will result when its 
Parker Dam Power Contract is can- 
celed and is replaced by more expensive 
power. The state adopted the view 
that this increase is “in futuro” and 
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should not be reflected at this time. 

There were certain other differences 
in the company and state figures, how- 
ever, of a minor nature. 

Even by adopting the state’s exhib- 
its in toto, when the increased expenses 
are spread appropriately between the 
electric and gas departments and the 
various separate divisions of the com- 
pany’s water department and com- 
pared with the fair values as previously 
set by this opinion, the rates of return 
to be found, assuming the company’s 
proposed rate schedules are approved 
in toto, are well under the upper limits 
of a “fair return on fair value” and still 
seem to give ample funds for the pres- 
ent and the immediate future, both to 
support the company’s operating costs, 
its fixed capital requirements and leave 
enough thereafter for dividends and 
surplus in a conservative amount such 
as will allow the company to both 


maintain a proper standard of service 
and be able to increase and expand 
its service with the increasing and ex- 
panding needs of its customers, and 
that the proposed rates are fair and 
reasonable to the consumer. 


ORDER 


It is hereby ordered that the rate 
bases for the company’s electric and 
gas divisions and its various water di- 
visions as hereinabove found be and 
they are hereby established. 

It is further ordered that the rate 
schedules filed by the company and ap- 
proved by this Commission on the 2nd 
day of June, 1951, effective as of that 
date, be and they are hereby reaffirmed 
and approved and the said minute 
order of June 2, 1951, is hereby in- 
corporated herein and made a part 
hereof. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Eastern Massachusetts Street 


Railway Company 


D. P. U. 9573 
July 27, 1951 


| gp pecans on Commission motion of proposed curtailment 
of transit service; modified and approved. 


Service, § 242 — Curtailment of operation — Burden to justify action — Transit 


company. 


1. A transit company seeking authority to curtail certain services has the 
burden to justify its action, and unless upon a complaint against such action 
it appears that public interest is not adversely affected, such a complaint 


must be upheld, p. 152. 
90 PUR NS 
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Service, § 241 — Curtailment of service — Preference to rate increases — Transit 


company. 


2. A transit company should cut its service in order to conserve its resources, 
rather than make repeated applications for increases in fare when its 
financial position demands an increased margin between revenues and ex- 
penses; but where patronage is substantial and operating revenues are still 
insufficient to produce an adequate net income, the only possible conclusion 
to be drawn is that the patrons are not paying enough for the service, and 
curtailment of existing service will be denied, p. 152. 


APPEARANCES: J. Joseph Maloney, 
for Eastern Massachusetts Street Rail- 
way Company; James T. Kane, City 
Solicitor, for city of Lawrence; James 
Campopiano, pro se. 


By the DEPARTMENT: The Eastern 
Massachusetts Street Railway Com- 
pany gave due public notice of its in- 
tention to place in effect a new sched- 
ule of motor bus operations in its 
Lawrence Division, stated to be effec- 
tive June 10, 1951. Upon receipt of 
a number of complaints regarding the 
proposed curtailments included in these 
schedules, the Department voted upon 
its own motion to investigate the pro- 
posed curtailments and ordered the 
existing schedules of the railway in 
the city of Lawrence to be kept in effect 
pending this determination. A public 
hearing was held in connection with 
this investigation in Lawrence on 
June 19th. This hearing was ad- 
journed sine die at its conclusion in 
order to permit the Department to re- 
view the evidence and make such in- 
dependent investigation as it consid- 
ered advisable. In view of the conclu- 
sions to which we have arrived, no 
further hearing is deemed necessary. 

At the hearing passenger counts 
over the routes in question were filed, 
together with certain financial data. 
It appears that the Lawrence Division 
of the Eastern Massachusetts Com- 
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pany operated for the first five months 
of 1951 at a total net income of 
$392.34 as compared with a similar 
figure for 1950 of $29,029.17 and for 
1949 of $19,353.13. The expenses 
per bus mile in this area during this 
period in 1951 were 55.09 cents. The 
bus miles operated in 1949 were 965, 
342 and in 1950 were 859,009. There 
was no appreciable diminution in this 
figure in 1951. Operating revenues 
during this period decreased in 1950 
by 12.08 per cent and in 1951 by an- 
other 9.44 per cent. Figures for the 
Eastern Massachusetts Company as a 
whole showed for the first quarter of 
1951 net income after taxes of $35,777 
as compared with similar figures for 
the first quarter of 1950 of $140,587. 
These net income figures are on total 
operating revenues of $3,042,348 for 
1951 and $3,286,765 for 1950, and 
they result from operating ratios for 
the first quarter of 1950 of 92.8 per 
cent and for the first quarter of 1951 
of 98.3 per cent, both ratios being 
computed before interest and before 
Federal income taxes. We find that 
the Eastern Massachusetts Street 
Railway Company in its operations in 
the Lawrence Division should and 
must take recourse to every economy 
possible in its operations in order to 
avoid increased fares and in order to 
enable it to keep operating for the ben- 
efit of the public as a whole. 
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[1] However, as we have previous- 
ly pointed out (see Mayor of Lowell 
v. Eastern Massachusetts Street R. 
Co. D.P.U. 9439, June 1, 1951), the 
burden is upon the company to justify 
its actions and unless it appears upon 
a complaint of this nature that the 
public interest, of which we are the 
statutory guardians, is not adversely 
affected, it is our duty to insist that 
the complaint be upheld. 

[2] As we said in the Lowell Case, 
supra, we are sympathetic with the 
carrier’s desire to curtail its unprofita- 
ble operations if public convenience 
and necessity are not adversely af- 
fected thereby in order to preserve 
service on the lines where the public 
need is more evident. City Council of 
Peabody v. Eastern Massachusetts 


Street R. Co. (1951) 89 PUR NS 
278; Mayor of Fall River v. Eastern 


Massachusetts Street R. Co. (1950) 
84 PUR NS 127; Worcester v. 
Worcester Street R. Co. D.P.U. 9438, 
July 6, 1951. We said in the Lowell 
Case, supra, and we repeat that 
. we prefer to see a bus com- 
pany cut its service in order to con- 
serve its resources than to see it make 
repeated applications for increased 
fares, when its financial position de- 
mands an increased margin between 
revenues and expenses. Re Spring- 
field Street R. Co. (1949) 79 PUR 
NS 139; Worcester Common Council 
v. Worcester Street R. Co. D.P.U. 
8709, Nov. 17, 1949; Mayor of Fall 
River v. Eastern Massachusetts Street 
R. Co. (1950) 84 PUR NS 127.” 
On the other hand, where public 
need for the existing service is dem- 
onstrated by a very substantial public 
patronage, we feel it is our responsibil- 
ity to interpose our veto to the deci- 


sion of the management to increase 
headways or otherwise curtail existing 
service. If patronage is adequate but 
operating revenues are still insufficient 
to produce an adequate net income, 
then the only possible conclusion to be 
drawn is that the patrons are not pay- 
ing enough for the service. 

We have reviewed the evidence in 
this matter, and we find that some of 
the proposed changes are fully justi- 
fied but that the evidence does not sup- 
port the company’s contentions over 
the following routes and in the re- 
spects enumerated : 

Andover Route: The company re- 
ports an average of 22.6 passengers 
out and 18.7 passengers in under the 
present schedule. Our independent 
investigation showed an average of 
24.5 out and 21.3 in on one week day 
and an average of 36.0 passengers out 
and 27.9 passengers in on another 
week day. The company’s count on 
Saturday, April 14th, showed an aver- 
age of 27.5 passengers out and an 
average of 34.3 passengers in. On 
Saturday, June 16th, it shows an av- 
erage of 44.5 passengers out and 11.8 
passengers in. This route is a shut- 
tle operation which requires the bus 
which goes out to come back over the 
same route. We do not believe that 
the evidence justifies the company in 
increasing its headway on week days 
and Saturdays. We will allow the 
proposed Sunday schedules to become 
effective. 

Belt Line via South Union: An 
analysis of the passenger counts on 
this line convinces us that the pro- 
posed increases in headways are not 
justified and that the existing sched- 
ule should be continued. This con- 
clusion is fortified by the results of a 
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revenue study undertaken by the De- 
partment which shows a revenue per 
mile for the entire day on this line to 
be 85.4 cents on June 26th and $1.03 
on June 29th. This revenue is very 
substantially above the cost per mile 
as given to us by the company. We 
feel that the existing schedule should 
be continued on this route. 

Belt Line via Central Bridge: The 
passenger counts put in evidence over 
‘this route do not convince us that 
these operations are unprofitable or 
that the public interest will not be 
seriously adversely affected by the 
proposed changes. This conclusion is 
also fortified by the independent in- 
vestigation of the Department which 
shows an average revenue per mile for 
June 25th of 52.1 cents and for June 
29th of 66.1 cents. We do not be- 
lieve that the existing operations over 


this important line should be curtailed 
so long as they show revenues which 
approximately equal or even exceed 


the cost of operation. The traffic 
counts on Sunday over this route in- 
dicate that there is no necessity for 
the existing schedule, and we believe 
the company may place the proposed 
schedule in operation on Sundays 
only. 

Lawrence Street: The passenger 
count filed by the company indicates 
an average of 25 to 30 passengers per 
trip over this line. Our own investi- 
gation showed an average riding from 
ll a. M. to 3 Pp. M. on June 26th out- 
bound of 24.1 passengers and inbound 
of 11.7 passengers. Similar average 
figures for other times of day show 
equally substantial riding over this 
route. We conclude the company may 
not increase the headways during 
week days and Saturdays over this 
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route. If it wishes to decrease the 
headway between 3 to 4:30 P. M. it 
may do so on week days. We believe 
the company is justified in increasing 
the headways on Sundays in accord- 
ance with its proposal. 


Methuen Route: The passenger 
counts filed by the company show an 
average on June 18th of 15.7 passen- 
gers out and 31.6 passengers in, an 
average of 13.6 out and 32.2 in on 
April 16th, and of 23.6 out and 24.2 
in on June 12th. We do not believe 
that this record justifies the changes 
proposed for week days on this line. 
We approve the proposed changes in 
the Sunday schedules. 

Prospect Hill: We find no passen- 
ger counts or other evidence support- 
ing the proposal to increase the head- 
way on Saturdays on this line. Ac- 
cordingly we will order the existing 
service to be continued on this route 
on Saturdays. 

Pleasant Valley: Much of the rid- 
ing on this line is at capacity and over. 
On Saturday, April 28th, this line car- 
ried an average of 23.0 passengers out 
in 41 trips and an average of 22.4 pas- 
sengers in on 40 trips. The Sunday 
passenger counts show a similar sub- 
stantial riding over this line, and we 
do not believe that the increased head- 
way suggested should be placed into 
effect. 

For the reasons given above, upon 
investigation and after public hearing 
and consideration, it is hereby 


Ordered: That the Eastern Mas- 
sachusetts Street Railway Company 
place into effect on August 1, 1951, 
the schedule of operations advertised 
to become effective June 10, 1951, 
with the exception of the operations 
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over the lines otherwise indicated here- 
inabove; and it is 
Further ordered: That the investi- 


gation by the Department in D.P.U. 
9573 be and the same hereby is ter- 
minated and closed. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Hydro Electric Company 


2-U-3557, 2-U-3529 
August 23, 1951; rehearing denied September 26, 1951 


PPLICATION for authority to increase electric rates and in- 
v \ vestigation of type of wholesale electric rate; rate increase 
prescribed and modification of wholesale rate ordered. 


Return, § 87 — Electric company. 


1. A return of 6.1 per cent on a book value rate base was considered reason- 
able for an electric company, p. 157. 


Rates, § 322 — Electric — Demand and energy type — Wholesale. 


2. A demand and energy type of wholesale electric rate was authorized to be 
substituted for an hour’s use type of rate, p. 158. 


Expenses, § 114 — Income taxes. 


3. Income taxes should be allowed as an operating expense for electric rate- 


making purposes, p. 158. 


By the Commission: On February 
15, 1951, the city of New Richmond, 
as an electric public utility, filed a com- 
plaint requesting investigation by this 
Commission of the reasonableness of 
the wholesale power rates of Wiscon- 
sin Hydro Electric Company. 

On April 5, 1951, the Wisconsin 
Hydro Electric Company filed an ap- 
plication with this Commission for 
authority to increase rates. 

The two cases were consolidated 
with the consent of all parties. 

Hearings: At Amery on May 11, 
1951, and at Madison on June 12, 
1951, both before Examiner Samuel 
Bryan. 
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APPEARANCES: Wisconsin Hydro 
Electric Company by Rieser & Mathys 
by R. M. Rieser, attorney, Madison; 
city of New Richmond by George K. 
Hood by P. A. Reynolds, H. T. Fer- 
guson, Attorney, Madison; Doughboy 
Mills and Friday Canning Corpora- 
tion by W. T. Doar, Attorney, New 
Richmond; city of Spooner by Rob- 
ert Zumbrunnen, City Attorney, and 
Edward E. Omernik; of the Commis- 
sion Staff; E. M. Downey, rates and 
research department. 


Opinion 
The Wisconsin Hydro Electric 


Company supplies retail electric serv- 
ice in approximately 40 cities and vil- 
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lages and surrounding rural territory 
in the northwestern part of the state 
and to three wholesale customers, in- 
cluding New Richmond. Power re- 
quirements are obtained in approxi- 
mately equal proportions from hydro- 
electric generation (at 8 dam sites), 
Diesel-electric generation (at Eau 
Galle, Clear Lake, and Chetek), and 
purchased energy (two sources). 

In general, the applicant proposes an 
increase in the form of an additional 
surcharge of 5 per cent on base rates. 
On those rate schedules to which a 10 
per cent surcharge applies, it would be 
increased to 15 per cent. Those rates 
which had no surcharge would have a 
3 per cent surcharge on base rates be- 
fore fuel clause, and the off-peak water- 
heating rate would be increased to 1.5 


Utility plant 
Less depreciation reserve 
contributions 


Net plant 


eer ee eer ee 


Working capital 
Materials and supplies . 


The substantial increase in plant 
during the year includes $218,400 to 
complete the construction of the Clear 
Lake 66-kilovolt transmission line 
authorized by this Commission in CA— 
2827. The balance is made up of a 
large number of smaller construction 
items set out in detail in a letter dated 
August 6, 1951. Since average net 
plant is used, the contemplated addi- 
tions will be accepted. An adjust- 
ment in working capital to 10 per cent 
of operating expenses, inclusive of the 
cost of purchased energy, would reduce 
this item approximately $33,000. For 


cents gross, 1.36 cents net per kilo- 
watt-hour. It is estimated that these 
changes, based on estimated consump- 
tions for the year ending January 31, 
1952, and assuming the rates were 
effective throughout the period, would 
amount to an increase in revenue of 
$71,430. 

The position of the city of New 
Richmond, as complainant, is princi- 
pally that the form of the present 
wholesale rate, which is an hour’s-use 
type of rate, should be a demand and 
energy type of rate, in keeping with 
common practice as to rate forms. 


Rate Base 


Applicant has submitted the follow- 
ing rate base (Exhibit 6) : 


Jan. 31, 1951 
... $5,911,827 
1,835,627 
55,948 


Jan. 31, 1952 
$6.425.356 
1,987,810 
55,948 


.... $4,020,252 $4,381,598 


$4,200,924 
87,762 
141,663 


$4,430,349 


purposes of this case we find that a 
rate base of $4,400,000 is reasonable. 


Revenues and Expenses 


In Exhibit 1 applicant shows total 
kilowatt-hour sales for the twelve 
months ending January 31, 1951, of 
50,002,407 and revenues of $1,464,- 
699.37, which compare reasonably 
with December 31, 1950, figures from 
the annual report. The kilowatt-hour 
sales were then trended to get com- 
parable data for the year ending Janu- 
ary 31, 1952. With no change in 
rates, applicant estimates kilowatt- 
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hour sales of 53,976,221 and revenues 
of $1,546,718.71 for this period. The 
proposed rate changes, based on the 
increased estimated sales would pro- 
vide additional revenues of $71,430, 
bringing total revenues for the period 
of $1,618,149. We have checked the 
computations and the method used, 
and they appear to be reasonable. 
Other electric revenues of $7,500 
would provide total operating reve- 
nues of $1,625,649. 

Exhibit 3 shows actual operating 
expenses for the year ending January 


Production Expense 
Hydro 
Diesel 
Purchased 
Duplicate production charges 


All Other Operating Expenses 


Depreciation 
Taxes (other than income) 
Taxes, income 


The estimated increases appear to 
be well within reason and, with the 
exception of the increase in production 
cost, do not require discussion. The 
increase in production cost results 
mainly from the increased kilowatt 
hours which were reflected in the in- 
creased revenues already discussed. It 
will be noted, that due to high Diesel- 
generation cost, production by this 
method has been restricted as reflected 
in lower Diesel-production costs. To 
take up this slack and to supply the 
added kilowatt hours reflected in in- 
creased sales, purchased energy costs 
are increased. The estimated increase 
in Federal income taxes is based on 
presently effective tax rates. With 
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31, 1951, and adjustments to reflect 
estimated expenses for the succeeding 
twelve months. The actual expenses 
appear reasonable when compared 
with operations during the calendar 
year 1950 as reflected in the annual re- 
port. 

The following data taken from Ex- 
hibit 3 shows a comparison between 
actual expenses for the twelve months 
ending January 31, 1951, and esti- 
mated expenses for the following 
twelve months: 


Year Ending 
1-31-51 1-31-52 


$73,458.12 $77,137.26 

223,205.16 204,231.51 

269,408.40 332,334.29 
(637.17) (637.17) 


$565,434.51 $613,065.89 


249,098.00 264,558.51 


141,822.05 152,183.05 
122,155.96 132,613.96 
130,014.00 177,011.81 








$1,208,524.52 $1,339,433.22 
anticipated revenues of $1,625,649.19 
and anticipated expenses of $1,339, 
433.22, the anticipated earnings, under 
the proposed rates, would amount to 
$286,215.97. 

Attention was called to the fact that 
anticipated revenues are based on the 
application of the proposed rates 
throughout the twelve months ending 
January 31, 1952, whereas during at 
least seven months of that period no 
increase in rates was effective. The 
increase of $71,430 under the proposed 
rates, for the twelve months under 
consideration, it was contended, should 
be reduced to approximately one-half 
of that amount, or $35,715. Where 
a pro forma statement is developed by 
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projecting revenues and expenses 
based on estimates, the picture, so 
developed, must be considered as a 
whole. In this case, to adjust revenues 
as suggested would distort the picture. 
True, the new rates will not apply 
throughout the period, but neither did 
the wage rates and other estimated 


‘Operating revenues 
Other revenues 


Expenses 
Production 
Other operating expenses 


Depreciation 
Taxes (not income) 
Income tax 


Return on rate base 


*47 per cent Federal income tax 


costs apply throughout the period. 
Actually, considering the projected 
picture for the twelve months ending 
January 31, 1952, the earnings, on the 
theoretical basis submitted, would 
have amounted to $286,215,977, as set 
forth in the following pro forma table: 


Pro forma 
12 months to 
Jan. 31, 1952 
$1,618,149.19** 
7,500.00 


$1,625,649.19 


Actual 


12 months to 
Jan. 31, 1951 


$1,464,699.37 
7,565.40 


$1,472,264.77 





$565,434.51 
249,098.00 


$814,532.51 
141,822.05 
122,155.96 
130,014.00 


$613,065.89 
264,558.51 


$877,624.40 
152,183.05 
132,613.96 
177,011.81* 
$1,339,433.22 


$286,215.97 











** Includes $71,430.48 due to increased rate and $82,019.34 due to increased sales. 


Capitalization 
As of January 31, 1951, the capitali- 
zation of the utility was as follows: 


Serial notes 
Debentures 


Total debt $2,700,000 


Common stock ................ . $1,751,076 
Surplus 146,844 


$1,897,920 
$4,597,920 


Total equity 


[1] Interest requirements amount- 
ed to $89,563 and dividends paid in 
1950 were $116,738.40. From past 
experience we are satisfied that a re- 
turn on equity capital of 10 per cent 
is sufficient to provide a market for 
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such securities. This would mean 
equity earnings of $189,792, plus in- 
terest requirements of $89,563, or a 
total of $279,355. This represents a 
return on the capitalization of about 
6.05 per cent. For purposes of this 
case, we feel that a 6.1 per cent return 
on book-value rate base is reasonable. 
On a $4,400,000 electric rate base this 
would require net earnings of $268,- 
400. The gas utility earnings in 1950 
of about $17,000 would bring total 
company earnings to $283,400. 


Rates 


The proposed rates would provide 
an increase in gross revenues of $71,- 
430 and net earnings of $286,216. 
Since electric utility net earnings of 
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$268,400 have been found to be ade- 
quate, the proposed rates must be 
modified. Because of the importance 
of the income-tax factor, it is only 
necessary to increase revenues by $35,- 
000 instead of the proposed $71,430 
in order to obtain net earnings of 
$268,400. This may be accomplished 
by increasing the surcharge on general 
rates to 12 per cent instead of 15 per 
cent, the surcharge on rates with fuel 
clauses to 4 per cent instead of 5 per 
cent, and establishing an off-peak 
water-heating rate of 1.35 cents net. 
It will be noted that the increase on 
rates with fuel clauses is greater than 
on the other rates. This seems equi- 
table since the fuel clause is corrected 
only for increased fuel costs, whereas 
the present 10 per cent surcharge is 
corrected for all increased costs includ- 
ing taxes. Because income taxes have 
become such a large factor in the total 
cost and since this increase was not 
covered at all by the fuel clause, it 
seems reasonable that the present ad- 
justment should be greater on those 
rates which have only a fuel-clause 
adjustment at the present time. The 
rates herein proposed, we believe, will 
equitably spread the necessary increase 
between the various classes of cus- 
tomers. 


Wholesale Rate 


[2] At the present time, applicant 
applies resale service to three custom- 
ers, including the city of New Rich- 
mond, under an hours’-use rate which 
forms the basis of the formal com- 
plaint of that city and which complaint 
has been consolidated with the peti- 
tion for increased rates by Wisconsin 
Hydro Electric Company in this pro- 
ceedings. Under an hours’-use type 
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of rate, increased purchases without 
an improvement in load factor do not 
offer any benefits to the purchaser in 
the form of a lower average cost. Un- 
der a demand and energy type rate, in- 
creased use falls in the lower blocks 
of the rate and affords benefits in the 
form of lower average costs even if 
the load factor is not improved. The 
demand and energy type rate has be- 
come quite standard in Wisconsin 
where large blocks of power are in- 
volved. Wisconsin Hydro Electric 
Company applies a demand and ener- 
gy type rate to its large industrial 
users. It purchases energy from two 
large utilities, in both cases under a 
demand and energy type rate. 

The city does not contend that the 
level of the rate is excessive. It merely 
requests that a demand and energy 
type rate be substituted for the present 
hours’-use type of rate. Wisconsin 
Hydro Electric Company did not offer 
any sound arguments against such a 
change. We feel that the city’s request 
is reasonable, and a demand and ener- 
gy type rate will be designed to provide 
approximately the same revenues that 
would derive under the present type of 
rate. In making this type of rate 
change, it is necessary to resort to an 
averaging process where more than 
one customer is involved. Actually, 
Spooner (being the smaller) will be 
increased slightly and New Richmond 
reduced slightly. It is also necessary 
to retain schedule W-—6 for the present. 


Income Taxes as Operating Expense 


[3] Reply brief of Doughboy In- 
dustries, Inc., and Friday Canning 
Corporation contends that the utility 
should operate under price ceilings 
and that “there is no reason why 
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it should pass its income taxes on 
to its customers.” As opposed to 
the privileges and opportunities of 
industry generally, utilities, in ef- 
fect, operate under price ceilings 
and controls at all times. On the 
question of allowing income taxes as 
an operating expense, it is only neces- 
sary to point out that in 1922 the 
United States Supreme Court, in the 
Galveston Case, 258 US 388, 66 L ed 
678, PUR1922D 159, 169, 42 S Ct 
351, held that income taxes was an 
allowable deduction. The court there 
said: “In calculating whether the 5- 
cent fare will yield a proper return, it 
is necessary to deduct from gross 
revenue the expenses and charges ; and 
all taxes which would be payable if a 
fair return were earned are appropriate 
deductions. There is no difference in 
this respect between state and Federal 
taxes, or between income taxes and 
others.” 


The principle of law announced in 
this case has been followed by many 
other courts and utility regulatory 
Commissions since 1922 and repre- 
sents the accepted rule on the subject. 


Findings of Fact 


The Commission finds: 
1. That the existing rates of Wis- 


consin Hydro Electric Company are 
unreasonable because of inadequacy. 

2. That under the circumstances of 
this case it is reasonable to require 
that the wholesale rate of Wisconsin 
Hydro Electric Company should be 
changed from an hour’s-use type of 
rate to the more common demand and 
energy type of rate. 

3. That the net book value of appli- 
cant’s property and plant less contribu- 
tions and plus working capital and 
materials and supplies is $4,400,000 
and that such value constitutes a rea- 
sonable and proper rate base. 

4. That the rates ordered herein 
will yield a return of approximately 
$268,400 for the year ending January 
31, 1952, constituting a return of ap- 
proximately 6.1 per cent on the above 
rate base, which return under the par- 
ticular circumstances of this case is a 
fair and proper return on said rate base 
and which rates are reasonable and 
lawful. 


Conclusions of Law 


The Commission concludes: 

That it has jurisdiction under §§ 
196.03, 196.20, and 196.37 to enter an 
order authorizing the applicant to 
apply revised rates in accordance with 
the above findings of fact and that 
such an order should be entered. 








NEW YORK PUBLIC SERVICE COMMISSION 


Re Niagara Mohawk Power Corporation 


Case 15472 
September 24, 1951 


| ore by electric company for authority to construct an 
electric plant and exercise franchise rights in a village; granted 
in part. 


Certificates of convenience and necessity, § 29 — When required — Existing plant — 


Routine extensions. 


An electric company that intends to operate under a new franchise and whose 
plant now furnishes service to the territory does not need authority to erect 
a plant where it only contemplates construction of routine extensions. 


APPEARANCES: Lauman Martin by 
Albert J. Danaher, Vice President and 
General Counsel, Syracuse, New York, 
for Niagara Mohawk Power Corpora- 
tion. 


Eppy. Commissioner: This ap- 
plication requests our permission and 
approval for the construction of an 
electric plant and the exercise of a fran- 
chise in the village of Dexter, Jefferson 
county. 

The company is presently serving 
the village of Dexter under a fran- 
chise originally granted to Edward 
Hunter and Celestin C. Burns on 
October 17, 1906, which franchise 
had a term of twenty years. The 
franchise was subsequently extend- 
ed for the term of twenty-five years. 
It was duly assigned to The Dex- 
ter Electric Light and Power Com- 
pany which merged into the Water- 
town Light and Power Company 
which, in turn, merged into Northern 
New York Utilities Inc. The latter 
was merged into Central New York 
Power Corporation whose name was 


subsequently changed to the name ap- 
pearing in the petition. 

The company presently serves some 
365 customers in the village and re- 
ceived in revenue for the year ending 
December 31, 1950, from the sales of 
electricity, the sum of $25,273.44. The 
old franchise, as extended would expire 
on October 17th of this year. In the 
event the approval of the new franchise 
is given, the old franchise will be sur- 
rendered. 

It does not appear that the com- 
pany contemplates the erection of any 
plant in the village other than routine 
extensions. 


Conclusion and Recommendation: 
The company is presently serving 
the village of Dexter under a franchise 
originally granted in 1906, which will 
expire in October of this year. The 
approval of the new franchise, which 
will be perpetual in duration, appears 
to be in the public interest. Since the 
company presently has a plant and no 
construction other than routine ad- 
dition is to be expected, there is no 
need for authority to erect a plant. 
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A digest of information on new construction by pri- 


Pal Industrial Progress 


vately managed utilities; similar information relati 

to government owned utiliti tes; news concerning pro 4 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Virginia Electric Plans to Spend 
$40,000,000 on Expansion 


yom Etectric & Power COMPANY re- 
cently announced it will spend approxi- 
mately $40,000,000 for expansion in 1952 rais- 
ing its postwar construction expenditures to 
more than $200,000,000. 

The company expects 1951 expenditures to 
amount to $39,300,000, of which $25,000,000 
had been spent by last August 31. This year’s 
total includes $11,100,000 for additions to gen- 
erating capacity and $7,800,000 for electric 
transmission facilities. 

Its 1952 estimate may be increased by about 
$8,000,000 if the company is able to go ahead 
with construction of its proposed 91,000-kilo- 
watt hydroelectric plant on the Roanoke river 
near Roanoke Rapids, North Carolina. This 
station, expected to cost a total of $27,000,000, 
is the subject of pending litigation brought by 
the Secretary of the Interior and rural electric 
cooperatives on the ground that congressional 
action had pre-empted the site for federal de- 
velopment. 

Virginia Electric & Power also had asked 
the Federal Power Commission for a license 
to construct another $27,000,000 hydro plant on 
the Roanoke river at Gaston, North Carolina. 

Additions to generating facilities planned for 
1952 will raise total capability to 970,000 kilo- 
watts. The present figure is 760,000 kilowatts. 


800,000 Kilowatts of Power 
Under Construction 


Tr big generating plants are being built to 
meet the tremendous industrial expansion 
and growing power needs of the 7-state area— 
Indiana, Michigan, Ohio, West Virginia, Vir- 
ginia, Kentucky, and Tennessee—served by the 
American‘ Gas and Electric System. 

These two plants—the Kanawha river plant 
in West Virginia and the Muskingum river 
plant in central Ohio, when finished, will pour 
800,000 kilowatts of generating capacity into 
the present power network of the American 
Gas and Electric System—bringing the total 
capacity of the system to over 3,700,000 kilo- 
watts by the end of 1953. 


New Bushwacker Catalog 


A™ two-page catalog in color has been 
published on the Bushwacker, a heavy- 
duty, tractor-mounted machine for low-cost 
land-clearing operation. 

_A series of on-the-job action photographs 
illustrates the principle of operation, rate of 
production and final results at a typical job 


site. Complete specifications and operating 
data are also included. 

Copies of this catalog are available from 
International Harvester Industrial Power 
Equipment Dealers, national distributors for 
Bushwacker. 


New President Elected by 
Electrical Manufacturers 


F. Lincoin, president, The Lincoln Elec- 

e tric Company, Cleveland, Ohio, recently 
was elected pre sident of the National Electrical 
Manufacturers Association. He succeeds C. W. 
Higbee, manager, electrical wire and cable de- 
partment, United States Rubber Company, 
New York, New York. 

Five vice presidents and a treasurer were 
named by NEMA’s 25th annual meeting held 
recently in Atlantic City, New Jersey: 

Arthur A. Berard, president, Ward Leonard 
Electric Co., Mount Vernon, N. Y.; J. W. 
Corey, president, The Reliance Electric & En- 
gineering Co., Cleveland, Ohio; J. H. Jewell, 
vice president, Westinghouse Electric Corpo- 
ration, Pittsburgh, Pa.; Alan F. Sheldon, presi- 
dent, Kennecott Wire & Cable Company, Phil- 
lipsdale, R. I.; Hoyt Post Steele, executive vice 
president, Benjamin Electric Mfg. Co., Des 
Planes, Illinois; and L. G. Hall, president, 
Stackpole Carbon Company, St. Marys, Pa., 
was chosen treasurer. 


Announces New Line of Public 
Utilities Receipting Machines 


C. Grsson Co., INc., of Buffalo, New York 

e announces the manufacture of receipt- 
ing machines designed to cover every specific 
purpose for receipting, dating, and cutting 
stubs or coupons for all sizes of gas, electric, 
telephone, water, and tax bills, with inter- 
changeable slide-style die blocks and auto- 
matic fall-through slots for stubs. 

Durable and sturdy, the machines are made 
with hardwood frames, one-piece fine nickel 
head castings with extra-heavy bearings, and 
have monel metal surfaces—yet are light- 
weight for easy moving and take less than 
one square foot of space. 

Other Gibson features are the locked drawer 
into which stubs drop as bills are receipted, 
and built-in, easily-adjustable band daters. 

All models are easily adaptable to as many 
as sixteen types of bill receipting require- 
ments. Special models for exceptional types 
of receipting can be obtained. 

For a free catalog write to A. C. Gibson Co., 
Inc., 70 Oak street, Buffalo 5, New York. 

(Continued on page 34) 
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Elliott Company Completes 
soth Year 


| agmeat CoMPANy, Jeannette, Pennsylvania 
manufacturer of steam and electrical 
equipment, recently marked its 50th year at a 
special meeting of the Elliott Veterans Asso- 
ciation. Nearly 300 veterans, ranging from 20 
to 50 years of service, took part in the affair. 

A series of episodes from the company’s 
early history was dramatized, including several 
amusing incidents from the career of the late 
company founder, W. S. Elliott. An interest- 
ing scene was a presentation of the first Elliott 
Board of Directors meeting on October 28, 
1901, with Elliott Veterans, in costume of the 
times, reproducing the event from actual 
minutes of the original meeting. Company 
President W. A. Elliott, son of the founder, 
carved a giant birthday ‘cake commemorating 
the anniversary. 


A-C Releases WA-Series Steam 
Turbine Generator Bulletin 


SIGN and construction features of Allis- 

Chalmers WA-Series steam turbine gen- 
erator units manufactured in NEMA ratings 
of 2,000 to 7,500 kw are described in a new 
bulletin released by the company. 

According to the bulletin, the WA-Series de- 
sign is based on proven construction features 
accumulated in 50 years of turbine-generator 
design and development. The WA-Series units 
are built in the condensing type, for power gen- 
eration only, and in the non-condensing and 
automatic extraction types to provide a steam- 
power balance where process steam is used. 

Cross section views of each of the turbine 
types are shown as well as cross sections of 
the steam turbine generator unit, of the con- 
struction of governing valves and operating 
mechanism, and a cutaway view of WA-Series 
housing type generator showing spiral air flow 
in the stator. 

Copies of the bulletin, “WA-Series Steam 
Turbine Generator Units, ” 03B7654, are avail- 
able upon request from Allis- Chalmers Manu- 
facturing Company, 965 S. 70th street, Milwau- 
kee, Wisconsin. 


Tennessee Gas Transmission Has 
$100,000,000 Program 
6 Berintng-y Gas TRANSMISSION COMPANY, 
whose 2,000-mile-long natural gas pipeline 
system is said to be the longest in the country, 
is spending $100,000,000 for expansion this year 
and expects to spend an additional $55,000,000 
in 1952, according to Gardiner Symonds, presi- 
dent. Present delivery capacity is 1,200 million 
cubic feet daily, an increase of 20 per cent over 
the first of this year. 


No. Indiana Public Service 


Installs New Unit 
I’ order to supply the growing demands for 
service, the third electric generating unit to 
be installed at the Michigan City generating 


station of Northern Indiana Public Service 
Company was placed in service recently, ac- 
cording to Dean H. Mitchell, president. With 
the new unit in operation, the electrical capac- 
ity of the station is approximately three times 
the original capacity when the station was built 
in 1931. The second unit was placed in opera- 
tion in October, 1950. 

The rated generating capacity of the second 
and third units is 70,015 kilowatts each, com- 
pared to 68,000 kilowatts for the #1 unit. Steam 
for the two new units is supplied by three new 
boilers at 1,325 pounds per square inch pres- 
sure and at a temperature of 960 degrees F. 

To produce the steam, coal is burned in 
cyclone burners, a modern, highly efficient 
method of burning crushed coal. With all three 
generating units in operation, the station will 
require approximately 40 carloads of coal of 
50 tons each, every day. 


New Orleans Public Service 
Wins Two Advertising Awards 


NI Or.teANs Pustic Service INc. has re- 
ceived the “Best of Industry” award in 
two categories in the 23rd annual direct mail 
advertising campaign competition sponsored 
by the Direct Mail Advertising Association, 
according to W. J. Amoss, vice president and 
director of advertising for Public Service. 

Of the 52 industrial classifications in the 
contest, Public Service was judged to have 
produced the best direct mailing pieces in the 
Home Appliance and Public Utility industries. 

Emmett H. Fremaux, assistant to the direc- 
tor of advertising, received the two awards for 
Public Service from C. B. Larrabee, president 
and publisher of Printers’ Ink, at the annual 
DMAA conference in Milwaukee in October. 

Mr. Larrabee, who served as chairman of 
the judges committee, cited Public Service as 
the only company in the competition to take 
two first place awards in separate industrial 
categories. 


Philadelphia Electric Increases 
Expansion Program 


HE PHILADELPHIA ELectric CoMPANY has 
just increased its expansion and new con- 
struction program and now expects to spend 
$365,000,000 additional by the end of 1956, 
Added to the $217,000,000 already laid out, 
total expenditures for the eleven-year postwar 
period will be well above the half-billion dollar 
— according to Henry B. Bryans, presi- 
dent 


Conversion Services Described 
In Folder 


(=e MONWEALTH SERVICES INc., has issued a 
folder describing the operations of its sub- 
sidiary, Commonwealth Gas Conversions, Inc. 
The latter company, it is stated, was organized 
expressly to render complete conversion serv- 
ices to gas distributing utilities—which plan 
to convert present gas burning equipment from 
(Continued on page 36) 
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peaersi? ... The Result of Progressive Thinking 


The big reason for America’s industrial leadership is Manage- 
ment’s studied practice of progressive thinking which points 
the way to orderly advance along sound, constructive lines. 


Evidence of this is clearly indicated by the growing tendency 
of Management to utilize the specialized services of inde- 
pendent consulting engineering organizations which in a single 
service provide completely coordinated staffs of architectural, 
civil, chemical, electrical, and mechanical engineers highly 
skilled and experienced in their respective fields. 


The Peter F. Loftus Corporation is such an organization and 
has over the years cooperated with the management and 
engineers of utilities, industrials, institutions, and govern- 
mental agencies in such vital matters as modernization pro- 
grams, new plant designs, expansions and related projects. 


ENGINEERING CONSULTANTS 


rst National Bank Builc burgh, Pennsylvania 





¥ 4 
i THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


EXPANSION MEANS FINANCING... 


and when corporate financing is under way the men most closely iden- 
tified with the work find our reference booklets on S. E. C. matters 
extremely helpful. A new edition of the booklet on Regulation S-X (form 
and content of financial statements filed with S.E.C.) is available reflect- 
ing substantial amendments released during December. Write for your 
copy today and ask about others in the series. No cost or obligation. 


TO YOUR INDUSTRY 


, 4 , A 
IN FINANCIAL AND : 
CORPORATE 


P NEW YORK PLANT: 130 CEDAR STREET (6) * WOrth 4-3760 
yp CHICAGO PLANT: 732 SHERMAN STREET (3). + WAbe sh 2-40078 
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the use of manufactured gas to straight 
natural gas, oil gas, or other types of gas 
service. 

A variety of facilities are detailed in the 
folder, touching upon field work, public rela- 
tions, ‘and related conversion problems which 
the company announces it is prepared to offer. 

Copies ot the folder may be obtained by 
writing to the Adverstising Department, Com- 
monwealth Services, Inc., 20 Pine street, New 
York 5, New York. 


West Penn System Plans 
Expansion 
Pans for large additions to the generating 
facilities of the West Penn Electric system 
by two of its operating subsidiaries were an- 
nounced recently by Earle S. Thompson, presi- 
dent of the West Penn Electric Company. 

West Penn Power Company will install the 
eighth unit at its Springdale station in Pennsyl- 
vania, and Monongahela Power Company will 
install the third unit at the Albright sti ation, 
now under construction in West Virginia. It 
is expected that each unit will have an effective 
capacity of approximately 135,000 kilowatts, 
and that their combined cost will be about 
$35,000,000 on the basis of preliminary esti- 
mates. 

In 1954, the capability of the West Penn 
Electric sy stem, according to Mr. Thompson, 
after all of the presently projected additions 
are completed, will total about 1,700,000 kilo- 


watts. By contrast, the capability of the system 
in 1944 amounted to only 770,000 kilowatts. 


Iowa Southern Utilities Plans 

$17,000,000 Expansion 

OWA SOUTHERN UTILITIES COMPANY recent- 

ly gr sa it will spend approximately 
$17, 00 for additions and improvements 
in the no years ending 1953. 

More than one-half the budget will be for its 
new Bridgeport station, near Eddyville, Iowa. 
This $8,750,000 plant is scheduled to go into 
operation early in 1953. It will increase the 
system’s generating capacity to 76,300 kilo- 
watts from its present 32,000-kilowatt capacity 
and materially lessen the utility’s dependence 
on purchased power. The budget also includes 
$6,000,000 for expanded electric transmission 
and distribution facilities and $2,250,000 for 
gas facilities and other equipment. 


Noise Elimination 


"T= problem of industrial noises and their 
control is the subject of a pamphlet just is- 
sued by the Industrial Acoustics Company, 
333 Jackson avenue, New York 54, New York. 

The pamphlet illustrates the principles of 
noise measurement and how these noises are 
related to the human ear. Because noise is an 
objectionable sound, the elimination of these 
noises results in increased efficiency, improved 
employee morale and bettered public relations, 





When the problem is producing a superior printing job 
against a rush deadline, the answer is Sorg — specialis 
for over thirty years in financial, corporate and legal 
printing. 

We're equipped to handle design, printing, binding and 
mailing all under one roof. And to further lift the pressure 
from our clients, we're available day and night. 


CONFIDENTIAL 
SERVICE 
SINCE 1920 
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Big new mine at Wilmington, Illinois, Typical of SOUTHERN’S completely modern processing plants. 


LOWER STEAM COSTS? 


Your Answer is APPLICATION 
OF THE RIGHT COAL to your 
SPECIFIC BURNING EQUIPMENT 


YOU GET TECHNICAL HELP: SOUTHERN’S 
combustion engineers analyze your burn- 
ing equipment. Fuel recommendation is 
made from America’s most outstanding 
selection of engineered industrial coals. 
Burning tests in your own boilers prove 
most efficient application. Final result— 
you are confident that you have the right 
coal for LOWERING STEAM COSTS. 


YOUR SUPPLY IS CONSTANT, DEPENDABLE: 
Big modern mines in Ohio, Indiana, 
Western Kentucky and Illinois, on twelve 


major railroads serve every Midwestern 
industrial area. Ten million tons annual 
producing capacity, backed by almost 
unlimited reserves. 


YOU ARE ASSURED OF UNIFORM HIGH 
QUALITY: SOUTHERN'’S engineered in- 
dustrial coals are thoroughly washed, 
rinsed, blended and sized in preparation 
plants equipped with every modern coal 
processing facility. They are laboratory 
tested daily at the mine. 


Let this most advanced Coal Service help you LOWER STEAM COSTS. Contact your nearest 
Southern office. We will gladly submit recommendations and proposals upon analysis of 
your requirements. 


Goatorn Coal (oman, Sae 


GENERAL OFFICE: 333 NORTH MICHIGAN AVENUE, CHICAGO 1, ILLINOIS 
OFFICES IN: CHICAGO * LOUISVILLE * MEMPHIS * NASHVILLE * ST. LOUIS 
Sinclair Coal Company, Kansas City 6, Missouri, Western Representative 
Boon-Strachan Coal Company, Ltd., Montreal, Canadian Representative 
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Compact appearance of units is illustrated 
by model used by design engineers. Left to 
right, C.S. Coggeshall, Assistant to Manager, 
G. B. Warren, Manager, and E. E. Parker, 
Manager of Engineering for G.E.’s Turbine 
Division. 


1100F turbines mark new step 
forward in fuel economy 


Two new 145,000 kw turbines for the 
Kearny station of the Public Service Elec- 
tric and Gas Company, New Jersey, are 
now under construction at General Electric. 
They will be the first turbines to operate 
at initial steam temperatures and pressures 

















Coal consumption per kw-hr has steadily decreased as 
higher temperatures and pressures have been used. In 
1950 the utility industry average was 1.19 lb per kw-hr, 
and latest figures show a further reduction to 1.14 lb, 


of 1100 F and 2350 psig, and reheat tet 
peratures of 1050 F. 


Here is a new step forward in the i 
dustry’s continuing efforts to generd 
more electric power with less fuel co 
sumed for every kilowatt-hour produced 


Already, average consumption of co 
per kilowatt-hour is down to only 1.14 
—a reduction of 40 per cent over the p 
25 years. But this is only the average. I 
highest temperature turbines now in opé 
ation, using steam at 1050 F, produce 0 
kw-hr for every three-quarters of a pou 
of coal consumed. 


The latest increase to 1100 F will bri 
new high levels of efficiency and cons 
quent fuel economy. General Electric ( 
Schenectady 5, N. Y. 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRI@: 
S 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





OW...do all th t fe leti 
eee GO GA ree trench-completion 
o * 
obs with one machine 
—_—— 


TAMPS! IT BACKFILLS! IT LAYS PIPE! 


@ Tamps—backfills— © One-man operation @ Does all types of 
travels simultaneously light crane work 
@ Hydraulic clutches 
@ Tamps 380 Ft-lb = for speedy backfill @ Loads, unloads, 
blow 45 times . with exact control handles pipe, 
per minute ~ sheathing, etc. 
‘ : @ Backfills spoil from 
@ Tamps from side , either side of trench @ 5,000 Ib. crane 
or straddling capacity 
trench 











~) 


@ Power hoist 


@ Telescopic boom 


© Tamps thicker ene . a | @ Same speeds 
layers — either direction 


® Correctly balanced 


steel backfill board ' 
@ Full crawler 


maneuverability 


A MACHINE THAT BELONGS IN YOUR ’52 PLANS 


Get more work for your budget dollar! The 80” is time-tested 
and job-proved—for tamping, backfilling, pipe handling 
and other types of trench completion work. Get complete 
information on it now! 
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SEE YOUR LOCAL DISTRIBUTOR OR CONTACT FACTORY DIRECT 


4 
X@% THE CLEVELAND TRENCHER CO. 22vccn'o'ons 
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ONLY THE MODERN GASAPACK 


ELIMINATES OLD-FASHIONED GAS HEATER CONTROLS 
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' NEW GASAPACK ELIMINATIS ..., 
67% OF CONTROL ASSEMBLY LABOM y;, 
| «2. CAN BE USED ON NATURE ,,. 
| MANUFACTURED OR L-P GAS §; ;, 


Yes, the GasaPack revolutionizes all old-fashioned method met! 








: heater control. No more assemblies of separate controls — A-c 
B-cock, regulator, filter, solenoid or diaphragm valve—with th 
"D> , , 
Check These Advantages nipples, reducers and other connections! Cap 
Built-i lator, automatic pilot and filter, safety : : H 
& shut-off, oul Sentien om ‘tod replace all ordinary Instead, you have ONE simple, compact, efficient unit, vir 
controls and provide compact, modern styling. Silent all essential controls “built-in, and only one connection to mi q 
Pama A-P’s modern d ff her ad . Servi 
Electric Top or Mechanical Thermostat. Both types pro- ever required, is reduced to simple replacement of one unit.! 







agen 00% al pe rte you can provide complete thermostatic temperature control, 4 Rei, 
@ Sele’ 100%, Shut-Off Safety. plus ssmpl sipliied asses “ two simple, easily installed sets that spell additional profit on 


reduced inventory and production costs REA ted. heater sale! Write for Bulletin G-6. Insti 





DABLE Controls 


For Modern Gas Heating ik yo 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 
2470 N. 32nd Street . kee 45, Wisconsi 
In Canada: A-P Controls Corporation, Lid., Cooksville, Ontario 4 
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quality becomes 
insurance. 


The difference between a good instal- 
lation and a potential hazard usually 
depends on the fitting. It is poor econ- 
omy to furnish anything but the best, 
especially when the cost is so little. — 
When you specify Capitol Couplings, 
or any Capitol fitting, you get the finest 
it is possible to make with modern 


methods and machinery. 


Capitol Couplings conform to every re- 
quirement of the American Iron & Steel 
Institute, the Association of American 
Railroads, and the American Petroleum 


Institute. 


ik your jobber about Capitol Couplings. 
(SX 
ie — = == tL —— (2 
Se 4 et —- dl — ae 
Zt ——~¢ 
— D MFG. & SUPPLY CO. 


COLUMBUS, OHIO 
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Twofold Benefits From The 


Analysts Journal 


J, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


2. Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 
(] Please enter my subscription for one year at the subscription rate of $4.00. 


() Please send me your advertising brochure. 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, . 


“[never thought of floors in relation to earning power” 









HERE'S WHAT THE ARCHITECT SHOWED 





Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 seo 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms Why Q-Floor keeps a building modern. 
of money saved. They mean more revenue over the years 
and earlier revenue right from the start. Let’s look at the details—” he _—<—: path ney apt ne ae 
electrical service, regardless of how many 
new business machines may be invented. 


An electrical outlet can be established on 
every six-inch area. It requires but a small 











Write for the simple facts— hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
H. H. ROBERTSON COMPANY o any outlets, Get wo fm ont 
exactly, as they please. Such per- 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania manently flexible floor plans keep « build- 
Factories in Ambridge, Pe., Hamilton, Ont., Ellesmereport, Englend ing permanently modern. The exterior may 
| grow old-fashioned, but with live arteries 
Ottices in 50 Principe! Cites . World: Wide Building Service of power in the floors, the building iteelf 
| will never be electrically outmoded. 
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What makes a power plant out- 
standing? For one thing, it’s the 
use of finest possible equipment 
throughout. Springfield Steam 
Generating Units are designed and 
built to meet the requirements of 
America’s Finest Plants ! 
Springfield specializes in the pro- 
duction of a wide range of steam 
generating equipment for modern 
power plants. Springfield is organ- 
ized to apply the same engineering 
skill to all contracts, large or small. 
We will be glad to submit a proposal 
covering your requirements. 


SPRINGFIELD BOILER CO. 


wepege’ 1960 E. CAPITOL AVE., SPRINGFIELD, ILL. 


SPRINGFIELD y <n 


and Erectors of 


BENT TUBE BOILERS 
STEAM STRAIGHT TUBE BOILERS 
SUPERHEATERS 


DESUPERHEATERS 
AIR HEATERS 
ECONOMIZERS 
WATERWALILS 

COMPLETE STEAM 

GENERATING UNITS 
> 


SPECIALIZING IN STEAM GENERATING EQUIPMENT SINCE 1890 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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PRINCIPLES OF PUBLIC UTILITY | 
REGULATION 


Principles of | ( 1941 ) 


| Public Utility Regulation 


| 
Jebber by 


A. C. Webber 


(Former Chairman, Massachusetts Department 


of Public Utilities) 


Carefully Selected Cases Covering 

Many Problems Confronting Utility 

Managements Today As _ Solved 

by One of the Oldest State Public 

Utility Commissions—Massachusetts 
831 Pages 


$6.50 


Included are discussions of vital questions, such as: 





- - - Taxes in Relation to Rates 


- - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 
and Other Price Levels 


Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





PUBLIC UTILITIES REPORTS, INC. 


Munsey Building Washington 4, D. C. 
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OAL SCALES KEEP BOILERS 


“On Test”... 


‘Richardsons”’ 


Do It Best 


When a Richardson scale is weighing and feed- 
ing your coal you have the most dependable, 
ccurate, automatic equipment that money can 
buy. Without an equal for year-in, year-out 

tvice, every Richardson scale is backed by 50 
ears’ experience designing automatic materials 
weighing equipment and over 40 years of build- 
ing coal scales. 

Current models will be found even more 
ugeged, dependable, accurate, dust tight—than 
he old units, some of which are still in use after 
B0 years of servicé. They do not “hang up” on 
wet coal or dry—coarse coal or fine—but give 
ccurate records of coal consumed per boiler— 
by the hour, shift, day, week or month. 

Through this continuous service, Richardson 
as gained a knowledge which has kept pace 
with the more rigid requirements of present day 
and future power plants and resulted in constant 


Cichwulsen 


D 5217 


MATERIALS HANDLING BY WEIGHT SINCE 1902 


modernization of equipment each year. 

In your district there is a factory-trained Rich- 
ardson Service Engineer. If your Richardson 
scale needs a parts or operational check-up, call 
him in...you will be sure of a thorough, com- 
petent and courteous inspection, and worth- 
while recommendations for getting maximum 
efficiency from your boiler plant. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


EE-39, for dust tight, average service—200-300 
Ibs. per discharge—Bulletin No. 0150 

Model K-39, for pressure tight (up to 60” 
of water), large capacity service—400-500 Ibs. 
per discharge—Bulletin No. 0250 

Monorate, non-segregating coal distributor— 
Bulletin No. 1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 


Atlanta * 6Boston ° Buffalo * Chicago 
Cincinnati * Detroit * Houston © Minneapolis 
New York * Omaha * Philadelphia * Pittsburgh 
Son Francisco * Wichita * Montreal * Toronto 
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Power house of Ford Motor Company’s 
Buffalo Stamping Plant, Lackawanna, N. Y., 
equipped with Exide-Manchex Batteries for 
switchgear operation and emergency lighting. 


Exide -Manchex 


PROVIDES BATTERY POWER AT 
FORD'S BUFFALO STAMPING 


PLANT 






ee 2 . $ 


Bank of 120-cell DME-9A Exide-Manchex Batteries mounted on 


Exide 3-step #37333 rack. 


Efficiency of operation and equipment is 
characteristic of all departments of the 
great Ford Motor Company organization. 
Thus it is significant that the battery select- 
ed for the power house of their Buffalo 
Stamping Plant is an Exide-Manchex. This 
is the third Exide-Manchex at this plant, 
each a 120-cell DME-9A battery. 


Throughout the country, in public and 
private power plants of all sizes, the Exide- 
Manchex is daily proving its dependability, 
long life, and economy. In Exide-Manchex 
Batteries you get: 


POSITIVE OPERATION: Dependable per- 
formance at ample voltage with no switch- 
ing failures. 


INSTANTANEOUS POWER: High rates for 
switchgear operation with adequate reserve 
power for dependable performance of all 
other control circuits and also emer- 
gency lighting. 

LOW OPERATING COST: Extremely low 
internal resistance. 


LOW MAINTENANCE COST: Water required 
about twice a year. No change of chemical 
solution needed during life of battery. 


LOW DEPRECIATION: Sturdy, long-life 
construction. 


GREATER CAPACITY in a given amount of 
space avoids overcrowding of equipment. 
These are the features that help to make 
Exide-Manchex your best battery buy for all 
control and substation services. 


LEAD CALCIUM BATTERIES 


Exide first produced Lead Calcium Batteries 
in 1935. Since that time we have progressively 
followed an extensive program of laboratory 
research and development along witha study of 
Exide Lead Calcium Batteries in actual service. 


Much has been learned during those 16 years. 
Though the time is too short to specifically 
predict length of battery life, definite conclu- 
sions have been reached regarding proper 
application. We will be glad to inform you 
where these cells can satisfactorily serve. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 


“Exide” and “Manchex" Reg. Trade-marks U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 63 YEARS...195 
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IDevelop maximum power 


~|with LEFFEL hydraulic turbines 
* 


T 
} 





40 
a) 
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Only time will tell the story of how 
good a hydraulic turbine really is 
—and Leffel turbines are already 
thoroughly time-tested, in scores 
of installations where they have 
been going strong for decades 
without need of repair. 


Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 
maintains a friendly interest in 
the turbine's performance after 
installation. 


If you have a water power prob- 
lem, entrust it to Leffel's hydraulic 
engineers — real experts in the 
water power field. Put Leffel's 89 
years of hydraulic power experi- 


ence to work for you—now. 


* DEPARTMENT 


Sma ae 


EFFICIENT HYDRAU 


LiC POWER 
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THE JAMES LEFFEL & CO. 


SPRINGFIELD, OHIO, U.S.A. 


FOR 89 
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It’s America’s most 
popular gift —given 
by more than 12,000,000 
American families! 


Yes, the Double-Barred 
Cross stands for 
Christmas Seals... 
that make possible 

the greatest gift 

of all, health, 

life itself ...in 

the truest sense 

of Christmas giving. 


Your Christmas Seal 

dollars help make 

possible the year-round 

control of America’s worst 

infectious disease—tuberculosis. 

Thus, you help protect your own family, 
friends, and community. 


So please remember the gift that’s given most 
and gives the most—most everyone does. 
Send in your contribution today. 


buy. Chridtmad Seale 


Because of the importance of the above 
message, this space has been contributed by 


Pusuic Utivities FoRTNIGHTLY 


a 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American ApprRaisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
155 E. 44th St., New York 17, N. Y. 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Ford, Bacon & Davis 
vatuations Paging er 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 











GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


GA GILBERT ASSOCIATES 








INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON + PHILADELPHIA - ROME * MANILA ~ MEDELLIN 


FOUNDED 1906 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 


HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground e Construction Maintenance e« Ball Field Lighting 
Right of Ways ¢ Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 


























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 
aime  $§ wise STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 


ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 


Tee Kul pian Gyoradon 


ENGINEERS @ CONSTRUCTORS 














1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. © ROME, ITALY e¢ CALCUTTA, INDIA 
CARACAS. VENEZUELA e@ MEXICO CITY, MEXICO 
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William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS MPROBLEMS 
for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis te Management"’ 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 




















CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET “es BOSTON 10, MASS. 








RATES : TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


Pioneer Service Eonenenang Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS . ACCOUNTING, FINANCING, RATES, 
PURCHASING fy INSURANCE AND DEPRECIATION 








231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











Complete Services for Gas and Electric Uthties 


* Designing « Engineering + Construc- : - 38 
Outstanding tion * Piping » Equipment « Surveys ie 4 ral Gi ay; 
in the * Plans * Steam or Diesel Power <7 3 xC 


Plants, Alterations, Expansions 


Industry DESIGN - EN NEERING - CONSTRUCTION 








THE RUST ENGINEERING co. 


Power Plant Desi gn and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA, 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





ENGINEERS 


SANDERSON & PORTER 


AND 
CONSTRUCTORS 


& 








Sargent & Lundy 
e ENGINEERS 


Steam and Electric Plants 
Utslities—Industréals 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








80 BROAD STREET 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 


c Iting Engi s 





Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 


City Planning, Reports, Valuati Lab y 
| 121 SOUTH BROAD STREET PHILADELPHIA 7 

















ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 


mee, Bee Soe. a a>) 
GAS anv SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ill. 








BLACK & VEATCH 
CONSULTING ENGINEERS 


Aggenines, creptaetiene and re 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
BNGINEERS 


HARRISBURG, PENNSYLVANIA 


Reports—A 





Original Cost and Depreciation Studies 
Rate Analyses—insuranee Surveys 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 





910 Electric Building Indianapolis, Ind. 








W. C. GILMAN & COMPANY 
Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


Decem 
ee 


- 











55 Liberty Street New York 5 
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e FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaLie St., CHicaco 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
Fer Bate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 
KE. MONTFORD FUCIK 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 
400 W. MADISON ST. 


CALVIN V. DAVIS 


CHICAGO 6, ILL. 











A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 
TRANSMISSION LINBS—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHICAGO 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
$19 Eleventh Street, N.W., Washingten {, D. C. 
Telephone: National 7793 














Testing +* Inspection + Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis * New York ¢ Philadelphia * Providence ¢ Dallas 

















LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


19 East Adams Street Chicago 3, [linois 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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BOILER FEED PUMPS 


are being built for 


UTILITIES 


INDUSTRIAL 
POWER PLANTS 
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Pacific Steam 
Turbopump 


Typical Utility Boiler 
Feed Pump installation . 





. Pounds Degrees Pounds 
Type Quantity 9 
; __Per Hour -. Temp. F.| Pressure 


STEAM TURBOPUMPS __ ae “12 Pumps | 31,600 | 250 810 
3 Pumps 358,120 220 1300 
ABF CENTRIFUGAL PUMPS 4 Pumps 350,000 300 1060 
455,000 | 336 1225 


——— 


425,000 | 310 1825 
495,000 306 1619 
405,000 305 1750 
IBF CENTRIFUGAL PUMPS 205,000 
450,000 
y Pump: 550,000 
2 Pumps 163,600 
JBF CENTRIFUGAL PUMPS 1 Pump 117,500 
__| 30 30 Pumps 7 95,000 | 
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10% Regulation... 
ln SixT€€2 (4%, STS 


WITH NEW URL-16 VOLTAGE REGULATOI 


An Important Addition to 
the URL-8 Line— 


A new, low-cost answer to economical 
regulation in rural or suburban areas... at 
the substation or on the line. Assures more 
revenue from heavily-loaded rural areas. 
For application in locations where a 10% 
range is not sufficient, and where a + 10% 
regulator is required. Sixteen 144% step 
operation meets these requirements under 
any load condition, at minimum cost. 


10% Regulation, Raise and Lower— 
Combines light weight for single- 
pole mounting with regulation for 
substation application. A double- 
purpose feature that cuts costs. Retains 
every outstanding “URL” feature. 


Simple Tap Changer, with Reversing 
Switch for + 10% Regulation—Cuts 
maintenance. Assures positive arc 
interruption and minimum voltage 


variation during tap changing period. 


Package Control— Operating relays 4 
mounted in improved flexitest chassis. Sep 
arate resistance and reactance line dro 
compensator provides rated line drop com 
pensation with regulator carrying only 674 
rated load. All mounted in a cabinet wi 
door hinged to provide workbench whe 


fully opened. 


For Further Information cal’ you 
Westinghouse representative, or writ 
Westinghouse Electric Corporation, P.0 
Box 868, Pittsburgh 30, Pa. 70602: 





